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3  Order  No.  E-7899 

UNITED  STATES  OF  AMERICA 

Civil  Aeronautics  Board 
Washington  4,  D.  C. 

Adopted  by  the  Civil  Aeronautics  Board  at  its  office  in 
Washington,  D.  C.,  on  the  18th  day  of  November,  1953. 

Docket  No.  6304 

In  the  matter  of  the  application  of 
North  Central  Airlines,  Inc. 

j 

for  a  temporary  exemption  under  section  416(b)  of  the 
Civil  Aeronautics  Act  of  1938,  as  amended. 

Docket  No.  6348 

In  the  matter  of  the  application  of 

I 

Lake  Central  Airlines,  Inc. 

for  a  temporary  exemption  under  section  416(b)  of  the 
Civil  Aeronautics  Act  of  1938,  as  amended. 

Order  Denying  Temporary  Exemptions 

It  Appearing  to  the  Board: 

i 

1.  That  North  Central  Airlines,  Inc.  (North  Central) 
filed  with  the  Board  on  September  2,  1953,  an  application 
requesting  a  temporary  exemption  from  the  provisions  of 
section  401(a)  of  the  Civil  Aeronautics  Act  of  1938,  as 
amended,  to  permit  it  to  engage  in  the  air  transportation 
of  persons,  property  and  mail  between  Chicago,  Illinois 
and  Detroit,  Michigan  via  the  intermediate  points  South 
Bend,  Indiana,  and  Kalamazoo,  Battle  Creek,  Jackson,  and 
Ann  Arbor,  Michigan,  on  its  route  No.  86,  Docket  No. 
6304; 

2.  That  Lake  Central  Airlines,  Inc.  (Lake  Central)  filed 
with  the  Board  on  September  23,  1953,  an  application  re¬ 
questing  a  temporary  exemption  from  the  provisions  of 


section  401(a)  of  the  Civil  Aeronautics  Act  of  1938,  as 
amended,  to  permit  it  to  engage  in  the  air  transportation  of 
persons,  property  and  mail  between  Chicago,  Illinois  and 
Detroit,  Michigan,  via  the  intermediate  points  Gary  and 
South  Bend,  Indiana,  and  Kalamazoo,  Battle  Creek,  Jack- 
son,  and  Ann  Arbor,  Michigan,  on  its  route  No.  88,  Docket 
No.  6348 ; 

3.  That  North  Central  on  August  20,  1953,  and  Lake 
Central  on  September  11,  1953,  filed  with  the  Board  in 
Dockets  Nos.  6276  and  6319,  respectively,  applications  for 
amendments  to  their  certificates  of  public  convenience  and 
necessity  which  would  include  new  route  segments  between 
Chiago  and  Detroit  via  the  aforesaid  intermediate  points, 

except  that  Gary,  Indiana,  is  omitted  from  the  ap- 
4  plication  in  Docket  No.  6319;  that  each  of  the  said 
applications  requests  temporary  suspension  pur¬ 
suant  to  section  401(h)  of  the  Act  of  the  authority  of 
American  Airlines,  Inc.  (American)  with  respect  to  the 
intermediate  points  between  Chicago  and  Detroit  on  route 
No.  7; 

4.  That  on  September  17,  1953,  Capital  Airlines,  Inc. 
(Capital)  filed  a  protest  requesting  the  Board  to  deny  the 
application  of  North  Central; 

The  Board,  upon  consideration  of  the  applications  and 
protest  herein  and  acting  pursuant  to  the  Civil  Aeronautics 
Act  of  1938,  as  amended,  finds : 

1.  That  the  question  raised  by  the  applications  herein 
is  both  controversial  and  complex,  particularly  by  reason 
of  the  fact  that  grant  of  exemption  to  either  applicant,  or 
both,  would  lead  to  a  direct  duplication  of  American’s  serv¬ 
ice  between  many  of  the  aforesaid  points  and  establish 
new  competitive  terminal-to-terminal  services,  and  accord¬ 
ingly  should  be  decided  only  after  notice  and  public  hear¬ 
ing,  and  that  such  proceeding  may  be  had  as  to  the  afore¬ 
said  Docket  Nos.  6276  and  6319. 
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2.  That  it  is  in  the  public  interest  to  institute  a  proceed¬ 
ing  pursuant  to  section  401(h)  of  the  Act  to  investigate  the 
public  convenience  and  necessity  for  the  continued  service 
of  American  at  Ann  Arbor,  Battle  Creek,  Jackson,  Kala¬ 
mazoo  and  South  Bend  in  the  event  and  to  the  extent  such 
points  are  certificated  for  service  by  North  Central  and/or 
Lake  Central  on  a  route  segment  between  Chicago  and 
Detroit ; 

3.  That  the  issues  of  certificate  amendment  and  the  ques¬ 
tion  of  possible  temporary  suspension  of  American  as  afore¬ 
said  are  related;  that  it  would  be  advantageous  and  con¬ 
ductive  to  the  orderly  dispatch  of  the  Board’s  business  to 
consolidate  such  matters  into  a  single  proceeding;  and,  that 
it  is  in  the  public  interest  that  such  proceeding  be  set  down 
for  immediate  hearing; 

4.  That  the  protest  of  Capital  was  not  filed  within  the 
time  prescribed  by  the  Board’s  Rules  of  Practice,  and 
that  Capital  has  not  shown  good  cause  for  a  later  filing; 

5.  That  North  Central  and  Lake  Central  have  not  other¬ 
wise  established  that  the  present  enforcement  of  section 
401  of  the  Act  would  be  an  undue  burden  by  reason  of  the 
limited  extent  of,  or  unusual  circumstances  affecting,  their 
operations,  and  is  not  in  the  public  interest ;  and 

It  Is  Ordered: 

1.  That  the  applications  in  Docket  Nos.  6304  and  6348 
be  and  are  hereby  denied ; 

2.  That  there  be  and  hereby  is  instituted  an  investiga¬ 
tion  to  which  is  assigned  Docket  No.  6411,  to  determine 
whether  the  public  convenience  and  necessity  require,  and 

whether  the  Board  should  order,  the  temporary  sus- 
5  pension  of  American’s  authority  to  serve  Ann  Ar¬ 
bor,  Battle  Creek,  Jackson,  Kalamazoo  and  South 
Bend,  in  the  event  the  temporary  certificates  of  North 
Central  and/or  Lake  Central  are  amended  to  include  the 
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said  points,  or  any  combination  of  said  points,  on  a  route 
segment  between  Chicago  and  Detroit; 

3.  That  the  aforesaid  Docket  Nos.  6411,  6276  and  6319 
be  and  are  hereby  consolidated,  and  shall  be  set  down 
for  immediate  hearing  before  an  examiner  of  the  Board; 

4.  That  the  protest  of  Capital  be  and  is  hereby  dismissed. 
By  the  Civil  Aeronautics  Board : 


(seal) 


/s/  M.  C.  Mulligan 
M.  C.  Mulligan, 
Secretary 


8  BEFORE  THE 

CIVIL  AERONAUTICS  BOARD 
WASHINGTON  25,  D.  C. 

In  the  matter  of  the  Application  of 
North  Central  Airlines,  Inc. 

for  amendment  of  its  Route  No.  86  and  the  suspension  of 
certain  cities  on  American  Airlines ’  Route  No.  7 

Application  for  Amendment  of  North  Central's  Route  No.  86  and 
the  Suspension  of  Certain  Cities  on  American  Airlines'  Route 
No.  7 

North  Central  Airlines,  Inc.,  through  its  attorneys, 
Wheeler  &  Scoutt,  911  Sheraton  Building,  Washington  5, 
D.  C.,  hereby  requests  that  its  Route  No.  86  be  amended 
by  the  inclusion  of  segment  10  between  Chicago,  Illinois 
and  Detroit,  Michigan,  as  more  fully  described  herein. 
In  support  of  this  application  North  Central  Airlines, 
Inc.  alleges  as  follows: 

1.  The  full  name  and  address  of  applicant,  a  Wisconsin 
corporation,  is  North  Central  Airlines,  Inc.  with  its  prin¬ 
cipal  offices  at  3300  University  Avenue,  S.  E.,  Minneapolis 
14,  Minnesota. 
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2.  Applicant  is  a  citizen  of  the  United  States,  as  defined 
by  Section  1  (13)  of  the  Civil  Aeronautics  Act.  Applicant 
will  introduce  evidence  at  the  hearing  in  support  of  this 
statement. 

9  3.  Applicant  requests  authority  to  engage  in  the 
air  transportation  of  passengers,  mail  and  property 

over  the  proposed  route  segment  10  between  the  terminal 
points  Detroit,  Michigan  and  Chicago,  Illinois  via  Ann 
Arbor,  Michigan,  Jackson,  Michigan,  Battle  Creek,  Michi¬ 
gan,  Kalamazoo,  Michigan,  and  South  Bend,  Indiana.  The 
applicant  requests  authority  to  serve  any  other  city,  or 
cities,  in  any  manner  whatsoever  on  any  route  pattern 
arising  out  of  this  proceeding  which  the  Board  considers 
in  the  public  interest. 

4.  A  map  drawn  approximately  to  scale  showing  the 
terminals  and  intermediate  points  to  be  served  on  Seg¬ 
ment  10  of  North  Central’s  proposed  amended  route  is 
attached  hereto.  The  map  indicates  the  distance  between 
terminals  and  between  the  intermediate  points. 

North  Central  Airlines,  Inc.  plans  to  operate  its  pro¬ 
posed  route  with  DC-3  aircraft,  which  aircraft  it  presently 
owns. 

6.  Applicant  holds  a  certificate  of  public  convenience  and 
necessity  to  engage  in  the  air  transportation  of  persons, 
property  and  mail  over  Route  No.  86.  Applicant  requests 
authority  herein  to  amend  this  certificate  so  as  to  include 
Segment  10,  as  set  forth  above. 

7.  American  Airlines,  Inc.  holds  a  certificate  of  public 
convenience  and  necessity  to  engage  in  the  air  transpor¬ 
tation  of  persons,  property  and  mail  over  Route  No.  7. 

Applicant  requests  that  American  Airlines’  Route 

10  No.  7  be  amended  so  as  to  suspend  American ’s  service 
of  air  transportation  of  persons,  property  and  mail 

to  the  following  cities :  Ann  Arbor,  Michigan,  Battle  Creek, 
Michigan,  Jackson,  Michigan,  Kalamazoo,  Michigan  and 
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South  Bend,  Indiana,  between  the  terminal  points  Chicago, 
Illinois  and  Detroit,  Michigan. 

Wherefore,  applicant  requests  the  Civil  Aeronautics 
Board  to  enter  orders  (1)  authorizing  North  Central  Air¬ 
lines,  Inc.  to  engage  in  air  transportation  of  persons,  prop¬ 
erty  and  mail  between  Chicago,  Illinois  and  Detroit,  Michi¬ 
gan  via  the  intermediate  stations  enumerated  above,  pur¬ 
suant  to  Section  401(d)  of  the  Civil  Aeronautics  Act  of 
1938,  as  amended;  and  (2)  suspending  American  Airlines, 
Inc.  operating  authority  over  such  route  during  the  period 
of  its  certification  to  North  Central  Airlines,  pursuant 
to  Section  401(h)  of  the  Act.  The  applicant  requests  such 
other,  further  and  different  relief  as  the  Board  under  the 
circumstances  may  consider  justified. 

Respectfully  submitted, 

North  Central  Airlines,  Inc. 

By:  Wheeler  &  Scoutt 

911  Sheraton  Building 
Washington  5,  D.  C. 

Counsel  for  Applicant. 

Dated:  August  20,  1953 


11  AMERICAN  AIRLINES  —  CHICAGO-DETROIT 

ROUTE  7 

Battle  Creek 


Total — 232  miles. 
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15  BEFORE  THE 

CIVIL  AERONAUTICS  BOARD 

WASHINGTON  25,  D.  C. 

Docket  No.  — 

In  the  matter  of  the  Application  of 
North  Central  Airlines,  Inc. 

for  amendment  of  its  Route  No.  86  and  the  suspension  of 
certain  cities  on  American  Airlines ’  Route  No.  7 

Amendment  No.  1 

To 

Application  for  Amendment  of  North  Central's  Route  No.  86  and 
the  Suspension  of  Certain  Cities  on  American  Airlines'  Route 
No.  7 

North  Central  Airlines,  Inc.,  through  its  attorney, 
A.  L.  Wheeler,  911  Sheraton  Building,  Washington  5,  D.  C., 
hereby  amends  its  application  in  the  above-entitled  pro¬ 
ceeding  so  as  to  include  the  following  omnibus  provision : 

The  applicant  hereby  requests  authority  to  transport  per¬ 
sons,  property  and  mail  by  air  on  any  route  or  routes, 
to  any  city  or  cities  in  this  area  where,  in  the  opinion 
of  the  Board,  such  service  is  required  by  the  public  con¬ 
venience  and  necessity. 

Wherefore,  the  Applicant  requests  the  Board  to  enter 
an  Order  setting  forth  the  relief  requested  in  the 

16  original  application.  Applicant  requests  such  other, 
further  and  different  relief  as  the  Board  under  the 

circumstances  may  consider  required  by  the  public  con¬ 
venience  and  necessity. 

Respectfully  submitted, 

North  Central  Airlines,  Inc. 

By:  A.  L.  Wheeler 

911  Sheraton  Building 
Washington  5,  D.  C. 

Counsel  for  Applicant 


Dated:  December  26,  1953. 
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18  BEFORE  THE 

CIVIL  AERONAUTICS  BOARD 

Washington,  D.  C. 

Docket  No.  — 

In  the  Matter  of  the  Application  of 
Lake  Central  Airlines,  Inc. 

for  amendment  of  its  temporary  certificate  of  public  con¬ 
venience  and  necessity  for  Route  No.  88  pursuant  to 
Section  401  of  the  Civil  Aeronautics  Act  of  1938,  as 
amended,  and  for  the  temporary  suspension  of  the 
authority  of  American  Airlines,  Inc.,  pursuant  to  Sec¬ 
tion  401  (h)  of  the  Act,  at  certain  Route  No.  7  points 
for  a  concurrent  period. 

Application  for  Amendment  of  Temporary  Certificate  of  Public 
Convenience  and  Necessity  for  Route  No.  88,  and  for  the 
Concurrent  Temporary  Suspension  of  American  Airlines,  Inc., 
at  Certain  Points  on  Its  Route  No.  7 

Lake  Central  Airlines,  Inc.,  (hereinafter  referred  to  as 
“Applicant”)  by  this  application  requests  that  the  Civil 
Aeronautics  Board  amend  Applicant’s  temporary  certificate 
of  public  convenience  and  necessity  for  Route  No.  88  as 
described  below,  and  simultaneously  suspend  the  operating 
authority  of  American  Airlines,  Inc.  (hereinafter  referred 
to  as  “American”)  at  certain  of  its  certificated  points  on 
Route  No.  7  for  a  temporary,  concurrent  period.  In  sup¬ 
port  hereof,  Applicant  shows  the  Board  as  follows : 

I. 

Applicant  is  a  corporation  organized  and  existing  under 
the  laws  of  the  State  of  Delaware,  with  its  principal  offices 
at  Weir  Cook  Municipal  Airport,  Indianapolis,  Indiana. 

n. 

Applicant  is  a  citizen  of  the  United  States  of  America 
within  the  meaning  of  Section  1(13)  of  the  Civil  Aeronau- 
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tics  Act  of  1938,  as  amended  (hereinafter  referred  to  as 
“Act”). 

ni. 

Applicant  is  an  air  carrier  of  persons,  property  and  mail 
over  Route  No.  88  under  authority  of  a  temporary  certi¬ 
ficate  of  public  convenience  and  necessity  awarded  it  by 
the  Civil  Aeronautics  Board. 

19  IV. 

Applicant  prays  that  its  temporary  certificate  of  public 
convenience  and  necessity  for  Route  No.  88  be  amended 
so  as  to  authorize  Applicant  to  engage  in  the  scheduled 
air  transportation  of  persons,  property  and  mail  between 
the  terminal  points  Detroit,  Michigan  and  Chicago,  Illinois, 
via  the  intermediate  points  of  Ann  Arbor,  Michigan,  Jack- 
son,  Michigan,  Battle  Creek,  Michigan,  Kalamazoo,  Michi¬ 
gan,  and  South  Bend,  Indiana,  for  a  period  of  five  years  or 
for  such  greater  period  as  may  be  found  to  be  required 
by  the  public  convenience  and  necessity  and  in  the  public 
interest. 

V. 

Applicant  now  provides  scheduled  air  transportation 
service  to  Chicago,  Illinois,  South  Bend,  Indiana,  and  Kala¬ 
mazoo,  Michigan,  of  the  terminal  and  intermediate  points 
hereinabove  described,  and  has  complete  station  facilities 
at  each  of  these  three  points. 

VI. 

A  map  of  the  additional  segment,  drawn  approximately 
to  scale,  is  attached  hereto  as  Exhibit  “A.” 

VII. 

Applicant  proposes  to  render  service  to  the  aforemen¬ 
tioned  points  with  Douglas  DC-3  aircraft.  Applicant  now 
owns  seven  such  aircraft. 
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VIII. 

American  holds  a  certificate  of  public  convenience  and 
necessity  for  Route  No.  7  which  authorizes  it,  inter  alia, 
to  engage  in  the  scheduled  air  transportation  of  persons, 
property  and  mail  “between  the  intermediate  points  *  *  * 
Detroit,  Mich.,  Ann  Arbor,  Mich.,  Jackson,  Mich.,  Battle 
Creek,  Mich.,  Kalamazoo,  Mich.,  and  South  Bend,  Ind., 
and  the  terminal  point  Chicago,  Ill. ? ’  and  also  “between 
the  terminal  point  Chicago,  Ill.,  the  intermediate  points 
South  Bend,  Ind.,  Kalamazoo,  Mich.,  Battle  Creek,  Mich., 
Jackson,  Mich.,  Ann  Arbor,  Mich.,  Detroit,  Mich.  *  *  *” 

IX. 

Applicant  requests  that  the  Board,  acting  pursuant  to 
authority  conferred  upon  it  by  Section  401(h)  of  the  Act, 
temporarily  suspend  American’s  operating  authority  at 
the  intermediate  points  Ann  Arbor,  Jackson,  Battle 
20  Creek  and  Kalamazoo,  Michigan,  and  South  Bend, 
Indiana,  on  Route  No.  7  for  a  period  beginning,  and 
coextensive,  with  the  authorization  of  Applicant’s  service 
as  proposed  in  Paragraph  IV,  supra. 

Wherefore,  Applicant  prays  the  Civil  Aeronautics  Board 
to  grant  this  application  in  its  entirety  and  (1)  authorize 
the  suspension  of  American’s  operating  authority  at  the 
intermediate  points  on  Route  No.  7  specified  in  Paragraph 
IX  hereof,  (2)  amend  Applicant’s  temporary  certificate  of 
public  convenience  and  necessity  for  Route  No.  88  in  the 
manner  specified  in  Paragraph  IV  hereof,  and  (3)  accord 
Applicant  such  other,  further  and  additional  relief  as  to 
the  Board  may  appear  to  be  required  by  the  public  con¬ 
venience  and  necessity  and  in  the  public  interest  including, 
but  not  limited  to,  (a)  the  extension  of  Route  No.  88  to 
cities  other  than  those  named  in  Paragraph  IV  hereof  lo¬ 
cated  within  the  general  area  of  such  named  cities,  and 
(b)  the  temporary  certification  of  Applicant,  and  the  con¬ 
current  suspension  of  American’s  authority,  for  a  period 


13 


in  excess  of  five  years.  Applicant  further  requests  that 
the  Board  set  this  matter  for  early  and  expeditious  hearing. 

Respectfully  submitted, 

Lake  Central  Airlines,  Inc. 

By:  /s/  Lloyd  W.  Hartman 

Vice  President  and  Treasurer 
Dated:  September  11,  1953 
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75  UNITED  STATES  OF  AMERICA 

CIVIL  AERONAUTICS  BOARD 
WASHINGTON,  D.  C. 


American  Airlines,  Inc.,  et  al. 
Docket  No.  6411  et  al. 


In  the  matter  of  an  investigation  of  local  service  between 
Chicago,  Ill.  and  Detroit,  Mich. 

Report  of  Prehearing  Conference  Held  on  December  74,  1953 

On  November  10,  1953  (order  No.  E-7899)  the  Board  in¬ 
stituted  an  investigation  to  determine  whether  the  public 
convenience  and  necessity  require  and  whether  the  Board 
should  order  the  temporary  suspension  of  the  authority  of 
American  Airlines  at  Ann  Arbor,  Mich.,  Battle  Creek, 
Mich.,  Jackson,  Mich.,  Kalamazoo,  Mich,  and  South  Bend, 
Ind.,  in  the  event  the  temporary  certificates  of  North  Cen¬ 
tral  and/or  Lake  Central  are  amended  to  include  those 
points  or  any  combination  thereof  on  a  route  segment 
between  Chicago,  III.  and  Detroit,  Mich.  At  the  same  time 
the  Board  included  in  the  investigation  Docket  Nos.  6276 
and  6319,  applications  of  North  Central  Airlines,  Inc. 
(North  Central)  and  Lake  Central  Airlines,  Inc.  (Lake 
Central)  for  new  route  segments  between  Chicago  and 
Detroit  via  the  intermediate  points  corresponding  with 
those  set  forth  in  the  Board’s  order. 

Pursuant  to  a  notice  of  the  Chief  Examiner  dated  Novem¬ 
ber  27, 1953  this  matter  was  assigned  for  a  prehearing  con¬ 
ference  which  was  held  on  December  14,  1953.  The  follow¬ 
ing  appearances  were  entered: 

Howard  C.  Westwood,  Ernest  W.  Jennes  and  Alfred  V. 
J.  Prather  for  American  Airlines,  Inc. 

Laddie  Hamilton  and  James  W.  Batchelor  for  Ozark  Air 
Lines,  Inc. 
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John  T.  Lorch  and  James  Francis  Reilly  for  United  Air 
Lines,  Inc. 

Albert  F.  Grisard  and  Lloyd  W.  Hartman  for  Lake  Cen¬ 
tral  Airlines,  Inc. 

A.  L.  Wheeler  for  North  Central  Airlines,  Inc. 

Robert  A.  Palmer  for  City  of  Kalamazoo,  Mich. 

John  M.  Allen  and  H.  F.  Conklin  for  City  of  Battle  Creek, 
Mich. 

George  W.  Shoemaker,  Bureau  Counsel 

76  At  the  outset  the  question  arose  as  to  the  proper 
construction  of  the  Board’s  order.  The  applicants 
asked  that  “need  for  airline  service  between  Chicago  and 
Detroit  via  the  intermediate  points  South  Bend,  Kalamazoo, 
Battle  Creek,  Jackson  and  Ann  Arbor”  be  stipulated  and 
that  the  case  go  to  hearing  on  the  fundamental  issue  of 
whether  the  public  convenience  and  necessity  would  be 
better  served  by  the  substitution  of  a  local  carrier  for 
American  over  this  local  Chicago-Detroit  route.  Bureau 
Counsel  maintained  that  the  issue  of  suspension  at  each 
point  was  involved  and  therefore  need  for  service  should 
be  shown  for  each  city.  After  considerable  discussion  the 
Examiner  ruled  that  the  language  “in  the  event”  appear¬ 
ing  in  the  Board’s  order  indicates  that  suspension  of 
American  at  any  of  the  communities  is  contingent  upon 
certification  of  a  local  carrier  and  that  therefore  the  major 
issue  to  be  decided  is  whether  the  public  convenience  and 
necessity  require  the  substitution  of  a  local  carrier  for 
American.  Ozark  moved  to  consolidate  in  this  proceeding 
Docket  No.  6439,  an  application  of  Ozark  seeking  a  route 
between  Chicago  and  Detroit  via  the  same  intermediate 
points  included  in  the  Board’s  investigation.  There  being 
no  objection  and  it  appearing  that  the  application  can  be 
properly  and  advantageously  disposed  of  in  this  proceed¬ 
ing,  the  Examiner  stated  that  he  would  recommend  the  con- 


solidation  of  Docket  No.  6439.  An  appropriate  recom¬ 
mendation  will  be  prepared  in  the  near  future. 

A  tentative  statement  of  issues  and  request  for  evidence 
together  with  proposed  stipulations  -were  circulated  by 
Bureau  Counsel.  The  statement  of  issues  was  agreed  upon 
by  all  of  the  parties,  and  subject  to  minor  modifications, 
the  parties  agreed  to  comply  with  the  request  for  evidence. 
The  statement  of  issues  and  the  modified  request  for  evi¬ 
dence  are  attached  to  this  report  as  Appendices  A  and  B. 
Also  Bureau  Counsel’s  proposed  stipulations  are  attached 
as  Appendix  C  to  this  report  and  unless  objections  are  filed 
on  or  before  December  29  it  will  be  considered  that 
77  the  material  contained  therein  will  be  incorporated 
and  made  part  of  the  record  in  this  proceeding. 

Included  in  Bureau  Counsel’s  request  for  evidence  is  a 
request  that  American  supply  certain  0  &  D  material  for 
the  latest  twelve-month  period.  American  agreed  that,  if 
physically  possible,  it  would  do  so,  and  consented  to  fur¬ 
nish  the  material  two  weeks  in  advance  of  the  exhibit  date. 

United  and  American  indicated  that  they  were  taking  no 
position  at  this  time.  Representatives  of  Battle  Creek 
(stating  that  it  did  not  oppose  the  proposed  investigation) 
argued  that  that  city  was  not  getting  sufficient  airline  serv¬ 
ice  and  that  it  was  their  desire  to  participate  to  show  a 
need  for  increased  service.  Representatives  of  Kalamazoo 
contended  that  Kalamazoo  is  not  getting  any  east-west 
service  and  that  it  would  participate  in  the  proceeding  to 
show  the  desirability  of  east-west  service. 

Lake  Central  stated  that  it  has  not  determined  whether 
to  include  Gary,  Ind.  on  its  proposed  route.  It  pointed  out 
that  it  has  a  general  prayer  under  which  it  may  desire  to 
include  Gary.  The  Examiner  believed  all  carriers  should 
have  the  same  opportunity  to  apply  for  Gary  and  there¬ 
fore  suggested  that  they  should  amend  their  applications 
to  include  a  general  prayer.  In  connection  with  Gary  it 
was  requested  that  Lake  Central  advise  the  Examiner 
whether  it  will  include  this  point  by  Dec.  29.  All  civic  inter¬ 
veners  were  advised  that  evidence  should  be  reduced  to 
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writing  and  submitted  in  exhibit  form  as  required  of  all 
other  parties  to  the  proceeding.  The  following  dates  are 
set  for  further  procedural  action: 


American’s  0  &  D  information . February  15,  1954 

Exhibits-in-chief . ...March  1,  1954 

Rebuttal  exhibits . March  22, 1954 

Hearing . March  29,  1954 


James  S.  Keith, 
Hearing  Examiner 


78  APPENDIX  A 

j 

UNITED  STATES  OF  AMERICA  ;; 

CIVIL  AERONAUTICS  BOARD 
WASHINGTON,  D.  C. 

Docket  No.  6411,  et  al. 

In  the  matter  of  an  investigation  of  local  service  between: 

Chicago  and  Detroit 

Tentative  Statement  of  Issues 

I.  Does  the  public  convenience  and  necessity  require 
amendment  of  the  certificate  held  by  North  Central  Airlines, 
Inc.,  for  its  Route  No.  86,  so  as  to  authorize  service  be¬ 
tween  the  terminal  points  Chicago  and  Detroit  via  the 
intermediate  points  South  Bend,  Indiana,  Kalamazoo,  Bat¬ 
tle  Creek,  Jackson  and  Ann  Arbor,  Michigan? 

II.  Does  the  public  convenience  and  necessity  require 
amendment  of  the  certificate  held  by  Lake  Central  Airlines, 
Inc.  for  its  Route  No.  88,  so  as  to  authorize  service  be¬ 
tween  the  terminal  points  Chicago  and  Detroit,  via  the 
intermediate  points  South  Bend,  Indiana,  Kalamazoo,  Bat¬ 
tle  Creek,  Jackson  and  Ann  Arbor,  Michigan? 

III.  Does  the  public  convenience  and  necessity  require 
the  amendment  of  the  certificate  held  by  Ozark  Airlines, 
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Inc.  for  its  Route  No.  107,  so  as  to  authorize  service  be¬ 
tween  the  terminal  points  Chicago  and  Detroit  via  the 
intermediate  points  South  Bend,  Indiana,  Kalamazoo,  Bat¬ 
tle  Creek,  Jackson  and  Ann  Arbor,  Michigan? 

IV.  Does  the  public  convenience  and  necessity  require 
the  amendment,  modification  or  alteration  of  the  certificate 
held  by  American  Airlines,  Inc.,  for  such  period  as  the 
Board  may  determine,  so  as  to  authorize  the  suspension  of 
service  at  Ann  Arbor,  Battle  Creek,  Jackson  and  Kala¬ 
mazoo,  Michigan,  and  South  Bend,  Indiana,  on  its  Route 
No.  7  in  the  event  and  to  the  extent  that  such  points  are 
certificated  for  service  by  North  Central  and/or  Lake 
Central  on  a  route  segment  between  Chicago  and  Detroit? 

V.  Is  North  Central  a  citizen  of  the  United  States  within 
the  meaning  of  Section  1  (13)  of  the  Act  and  is  North 
Central  fit,  willing  and  able  to  perform  such  services 

properly? 

79  VI.  Is  Lake  Central  a  citizen  of  the  United  States 
within  the  meaning  of  Section  1  (13)  of  the  Act  and 
is  Lake  Central  fit,  willing  and  able  to  perform  such 
services  properly? 

VII.  Is  Ozark  a  citizen  of  the  United  States  within  the 
meaning  of  Section  1  (13)  of  the  Act  and  is  Ozark  fit  will¬ 
ing  and  able  to  perform  such  services  properly? 
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APPENDIX  B 


UNITED  STATES  OF  AMERICA 
CIVIL  AERONAUTICS  BOARD 
WASHINGTON,  D.  C. 

Docket  No.  6411,  et  al. 

In  the  matter  of  an  investigation  of  local  service  between 

Chicago  and  Detroit 

Tentative  Request  for  Evidence 

North  Central  Airlines,  Inc. 


A.  Community  of  interest  data 

1.  Economic  characteristics  of  the  cities  and  area  to 
be  served  by  the  proposed  new  segment. 


a.  Show  population  of  each  of  the  cities  to  which  service 
is  proposed. 

B.  Data  to  enable  determination  of  costs  in  mail  pay  if 
North  Central  is  granted  the  new  segments  applied  for  in 
this  proceeding.  Shown  by  segment  for  proposed  new 
operations.  Also  show  system  totals. 


1.  Estimate  of  traffic,  etc.  for  the  year  ending  June 
30,  1955,  including  the  following: 

►  a.  Schedules  to  be  flown.  Indicate  type  of  equipment 

and  provide  turn-around  chart  showing  how  the 
proposed  new  operation  would  be  integrated  with 
existing  services. 

b.  Scheduled  miles. 

c.  Performance  factor. 

d.  Revenue  plane-miles. 

e.  Daily  aircraft  utilization  (airborne  hours).  Show 
by  segment  if  aircraft  are  not  used  elsewhere. 
Otherwise,  merely  indicate  effect  on  system  utiliza¬ 
tion. 

►  f.  Available  seat  miles. 
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g.  Number  of  passengers.  Also  provide  this  data  on 
a  point-to-point  (0  &  D)  basis  for  new  segments. 

h.  Revenue  passenger-miles. 

i.  Other  commercial  traffic  (in  ton-miles), 

j.  Mail  ton-miles. 

81  k.  Passenger  load  factor  (show  aircraft  configura¬ 
tion). 

1.  Average  passenger  load  between  stations  over  new 
segments  (Base  on  “g”  above). 

2.  Estimated  operating  revenues  and  expenses  for  each 
segment  as  shown  in  “I”  of  the  Statement  of  Issues  by 
CAB  major  control  accounts  for  the  year  ending  June  30, 
1955  on  the  basis  of  the  forecast  above.  Show  station 
expenses  separately  from  other  ground  and  indirect  ex¬ 
penses  in  the  same  manner  as  is  done  in  schedule  B-4  of 
CAB  Forms  41.  Indicate  method  of  apportioning  ground 
and  indirect  costs  (other  than  station  costs)  between  the 
new  segments.  If  the  forecast  of  operating  expenses  in¬ 
cludes  any  wage  and/or  price  increases,  such  accounts 
should  be  set  forth  separately  and  a  complete  explanation 
made  of  the  basis  for  such  provisions. 

3.  Show  an  estimate  of  extension  and  development 
expenses,  related  to  each  segment. 

C.  Fitness,  willingness  and  ability  of  North  Central. 

1.  Management. 

a.  List  the  principal  executive  and  operations  officers 
and  show  their  qualifications,  salaries  and  other 
payments.  Show  changes,  if  any,  contemplated  with 
respect  to  a  future  period  of  operations. 

2.  Capital. 

a.  Latest  available  certified  balance  sheet  and  income 
statement. 

b.  Itemization  of  funds  available  to  finance  capital 
development. 
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c.  Itemization  of  outstanding  long-term  debt,  includ¬ 
ing  all  terms,  conditions,  and  provisions  for  repay¬ 
ment. 

d.  Estimate  of  total  funds  to  be  raised,  if  any.  Present 
stage  of  plans  for  raising  such  funds,  sources  and 
amounts  to  be  secured  from  each  source  such  as 
common  stock,  preferred  stock,  long-term  debt,  etc., 
together  with  all  conditions,  agreements,  contracts 
or  resolutions  and  understandings.  Show  type,  num¬ 
ber,  and  cost  of  new  aircraft  required,  with  de¬ 
preciation  schedule. 

82  e.  To  prove  the  carrier’s  citizenship  within  the  mean¬ 
ing  of  Section  1  (13)  of  the  Act,  where,  as  here, 
the  carrier  already  holds  a  certificate  of  public  con¬ 
venience  and  necessitv  issued  bv  the  Board,  affida- 

f  m/  7 

vits  should  be  provided  covering  the  current  status 
of  its  citizenship. 

Lake  Central  Airlines,  Inc.  and  Ozark  Airlines,  Inc. 

Include  information  as  requested  of  North  Central  Air¬ 
lines  in  A,  B,  and  C  above. 

American  Airlines,  Inc. 

A.  Traffic  data  (South  Bend,  Kalamazoo,  Battle  Creek, 
Jackson,  Ann  Arbor). 

1.  Monthly  on  and  off  information  as  to  number  of 
passengers  and  passengers  per  mile,  by  segments,  itemized 
according  to  thru  and  local  passengers,  tons  of  mail,  ex¬ 
press,  and  freight  for  the  latest  24  months  available. 

2.  Origin  and  destination  data  and  routing  for  the 
latest  12  months  available,  on-line  and  off-line. 

3.  Revenue  plane-miles,  aircraft  departures,  and  rev¬ 
enue  passenger  miles  attributable  to  service  to  these  towns, 
by  months  for  the  latest  24  months  available.  Indicate  type 
of  aircraft  used. 
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B.  Revenue  and  expense  data  (South  Bend,  Kalamazoo, 
Battle  Creek,  Jackson,  Ann  Arbor). 

1.  Show  station  expenses  for  last  two  years  of  opera¬ 
tion,  including  allocation  of  system  overhead,  if  possible. 
Show  method  of  allocation. 

2.  Show  for  each  major  CAB  control  account  all  ex¬ 
penses  and  revenues  resulting  from  service  to  the  above 
cities  for  the  most  recent  12-month  period  available.  (Fi¬ 
nancial  effect  upon  the  carrier  if  suspended  at  one  or  more 
of  the  above  cities). 

Civic  Parties 

In  addition  to  such  economic  data  as  may  be  pertinent, 
it  is  requested  that  the  cities  participating  in  this  case 
provide  information,  with  respect  to  towns  between  which 
they  are  pressing  for  service,  as  to  the  population  which 
would  be  served;  frequency  of  service  and  distances  be¬ 
tween  towns  by  air,  rail,  and  bus;  travel  time  by  air,  rail 
and  bus;  distance  and  travel  time  from  population  center 
of  town  to  airport.  Recent  passenger  traffic  flow  data  will 
be  especially  valuable. 

So  far  as  possible  this  data  should  be  in  tabular  form. 


83  APPENDIX  C 

UNITED  STATES  OF  AMERICA 
CIVIL  AERONAUTICS  BOARD 
WASHINGTON,  D.  C. 

Docket  No.  6411,  et  al. 

In  the  matter  of  an  investigation  of  local  service  between 

Chicago  and  Detroit 

Bureau  Counsel's  Proposed  Stipulation 

It  is  stipulated  and  agreed  by  and  between  counsel  for 
the  parties  herein  and  Bureau  Counsel  that  the  following 
documents  and  material  shall,  by  this  reference,  be  in- 
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corporated  into  and  considered  a  part  of  the  record  in  this 
proceeding : 

1.  The  Official  Guide  of  the  Airways  for  each  month  prior 
to  and  including  April  1943;  the  Universal  Airline 
schedules  for  each  month  from  Hay  1943  to  Septem¬ 
ber  1944,  inclusive ;  the  American  Aviation  Air  Traffic 
Guide  for  each  month  from  October  1944  to  August 
1948,  inclusive;  and  the  Official  Airline  Guide  for 
each  month  prior  to  the  final  decision  of  the  Board 
in  this  proceeding; 

2.  All  schedules  and  amendments  thereof,  and  all  tariffs 
and  amendments  thereof,  of  all  carriers,  on  file  with 
the  Board  prior  to  the  final  decision  of  the  Board  in 
this  proceeding ; 

3.  Air  carrier  operating  certificates,  or  applications 
therefor,  of  all  carriers,  together  with  any  requests  for 
amendment  thereof,  prior  to  the  final  decision  of  the 
Board  in  this  proceeding. 

4.  The  Official  Guide  of  the  Railways  and  Russell’s  Offi¬ 
cial  National  Motor  Coach  Guide  for  each  month  prior 
to  the  final  decision  of  the  Board  in  this  proceeding ; 

5.  Official  Airline  Route  and  Mileage  Manual  published 
by  Air  Traffic  and  Service  Corporation  under  contract 
with  the  Civil  Aeronautics  Board,  and  any  revisions 
or  additions  issued  prior  to  the  final  decision  of  the 
Board  in  this  proceeding; 

6.  The  Airman’s  Guide  published  by  the  Civil  Aeronaut¬ 
ics  Administration,  including  each  issue  prior  to  the 
final  decision  of  the  Board  in  this  proceeding; 

7.  Airline  Traffic  Surveys  beginning  with  September 
1946,  and  anv  similar  survevs  issued  bv  the  Civil 
Aeronautics  Board  or  made  available  to  the  public 
prior  to  the  final  decision  of  the  Board  in  this  pro¬ 
ceeding; 


8.  Recurrent  Reports  of  Mileage  and  Traffic  Data,  of  all 
Domestic  Airline  Carriers,  from  1945  to  date,  pre¬ 
pared  by  the  Bureau  of  Economic  Regulation,  Civil 
Aeronautics  Board  and  any  similar  reports  issued  by 
the  Civil  Aeronautics  Board  prior  to  the  final  deci¬ 
sion  of  the  Board  in  this  proceeding; 

9.  Passenger,  mail,  express  and  freight  data  submitted 
to  the  Board  on  forms  2787  and  2788  by  all  carriers  for 
any  months  subsequent  to  March  1949,  and  prior  to 
the  final  decision  of  the  Board  in  this  proceeding; 

84  10.  Annual  Airline  Statistics,  Domestic  Carriers, 

fiscal  years  1936-1941 ;  Annual  Airline  Statistics, 
Domestic  Carriers,  calendar  years  of  1938-1947,  pre¬ 
pared  by  the  Economic  Bureau,  Civil  Aeronautics 
Board,  and  any  similar  compilations  or  statistics  is¬ 
sued  by  the  Cvil  Aeronautics  Board  prior  to  the  final 
decision  of  the  Board  in  this  proceeding; 

11.  Recurrent  Reports  of  Financial  Data  of  all  Domestic 
Airline  Carriers  from  1947  to  date,  issued  by  the 
Economic  Bureau,  Civil  Aeronautics  Board,  and  any 
similar  recurrent  reports  issued  by  the  Civil  Aero¬ 
nautics  Board  prior  to  the  final  decision  of  the  Board 
in  this  proceeding; 

12.  Monthly  reports,  Forms  23S0  and  2780,  for  each  month 
through  December,  1946,  and  monthly  and  quarterly 
reports,  Forms  41  and  41(a),  filed  with  the  Board  by 
all  carriers  prior  to  the  final  decision  of  the  Board  in 
this  proceeding; 

13.  Cost  Ascertainment  Reports  and  Appendixes  thereto, 
prepared  by  the  Post  Office  Department,  for  the  fiscal 
years  1940  to  date  of  the  final  decision  of  the  Board  in 
this  proceeding; 

14.  Population  Volumes  I  and  II  of  the  Sixteenth  (1940) 
Census  of  the  United  States,  issued  by  the  Census 
Bureau,  Department  of  Commerce;  and  similar  pub- 
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lications  of  the  Census  Bureau  relating  to  the  Seven¬ 
teenth  (1950)  Census; 

15.  The  Rand  McNally  Commercial  Atlas  and  Marketing 
Guide,  82nd  Edition,  1951,  and  the  Rand  McNally  Road 
Atlas,  United  States,  Canada,  and  Mexico,  1951  Edi¬ 
tion  ;  and  any  subsequent  editions  or  revisions  thereof 
issued  prior  to  the  final  decision  of  the  Board  in  this 
proceeding ; 

16.  Retail  Trade,  1939,  Vol.  1,  Part  3,  Kinds  of  Business 
by  Areas,  States,  Counties,  and  Cities,  published  by 
the  Bureau  of  the  Census,  Department  of  Commerce; 

17.  Wholesale  Trade,  1939,  Vol.  II,  Census  of  Business, 
16th  Census  of  the  U.  S.,  published  by  the  Bureau  of 
the  Census  Department  of  Commerce; 

18.  Survey  of  Buying  Power,  in  Sales  Management  Maga¬ 
zine,  from  and  after  May  10,  1951,  to  the  date  of  final 
decision  of  the  Board  in  this  proceeding; 

19.  Economic  Characteristics  of  Domestic  Airline  Sta¬ 
tions,  prepared  by  the  Economic  Bureau,  Civil  Aero¬ 
nautics  Board,  1945; 

20.  Economic  Characteristics  of  Urban  Points  not  certi¬ 
ficated  for  Air  Service  as  of  April  1,  1945,  prepared 
by  the  Economic  Bureau,  Civil  Aeronautics  Board, 
1946; 

21.  The  1950  Census  of  Population  Preliminary  Count — 
Series  PC-1  and  2.  As  well  as  such  other  preliminary 
and  final  reports  of  the  17th  (1950)  Census)  as  may  be 
issued  by  the  Census  Bureau,  Department  of  Com¬ 
merce,  prior  to  the  final  decision  of  the  Board  in  this 
proceeding ; 

22.  Enplaned  Airline  Traffic,  by  community,  for  years 
1948, 1949, 1950  and  1951,  published  by  the  Civil  Aero¬ 
nautics  Administration,  U.  S.  Department  of  Com¬ 
merce;  and  any  subsequent  issues  thereof  published 
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prior  to  the  final  decision  of  the  Board  in  this  pro¬ 
ceeding  ; 

23.  “Regional  Trends  in  the  U.  S.  Economy” — Supple¬ 
ment  to  the  Survey  of  Current  Business,  1951,  pub¬ 
lished  by  the  U.  S.  Department  of  Commerce,  Bureau 
of  Foreign  and  Domestic  Commerce; 

85  24.  Prospectus  of  Capital  Stock  Offering,  North  Cen¬ 

tral  Airlines,  Inc.,  Exhibit  NOR-7  in  the  Braniff 
106  Renewal  Case.  Docket  No.  6050,  et  al. 
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Order  No.  E-8099 


UNITED  STATES  OF  AMERICA 
CIVIL  AERONAUTICS  BOARD 
WASHINGTON,  D.  C. 

Adopted  by  the  Civil  Aeronautics  Board  at  its  office  in 
Washington,  D.  C.  on  the  12th  day  of  February,  1954. 

Docket  No.  6411  et  al. 

In  the  matter  of  an  investigation  of  local  service  between 
Chicago,  Ill.  and  Detroit,  Mich. 

American  Airlines,  Inc. 

Order  of  Consolidation  and  Intervention 

The  Board  having,  by  order  No.  E-7S99  issued  Novem¬ 
ber  18,  1953,  instituted  the  above-entitled  proceeding  to 
determine  whether  the  public  convenience  and  necessity 
require  and  whether  the  Board  should  order  the  temporary 
suspension  of  the  authority  of  American  Airlines  at  Ann 
Arbor,  Mich.,  Battle  Creek,  Mich.,  Jackson,  Mich.,  Kala¬ 
mazoo,  Mich.,  and  South  Bend,  Ind.,  in  the  event  the  tem¬ 
porary  certificates  of  North  Central  Airlines,  Inc.  and/or 
Lake  Central  Airlines,  Inc.  are  amended  to  include  those 
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points  or  any  combination  thereof  on  a  route  segment  be¬ 
tween  Chicago,  Ill.  and  Detroit,  Mich,  as  requested  by 
these  carriers  in  Docket  Nos.  6276  and  6319,  respectively, 
and  having  simultaneously  consolidated  therein  the  afore¬ 
said  dockets ;  and 

Ozark  Airlines  having  subsequently  filed  an  application 
(Docket  No.  6439)  proposing  a  route  between  Detroit  and 
Chicago  via  Ann  Arbor,  Jackson,  Battle  Creek,  Kalamazoo, 
Gary,  and  South  Bend ;  and 

North  Central  Airlines  having  filed  Amendment  No.  1 
to  its  application  on  November  28,  1953  which  provides 

“The  applicant  hereby  requests  authority  to  trans¬ 
port  persons,  property  and  mail  by  air  on  any  route 
or  routes,  to  any  city  or  cities  in  this  area  where,  in 
the  opinion  of  the  Board,  such  service  is  required 
by  the  public  convenience  and  necessity”;  and 

Petitions  for  leave  to  intervene  having  been  filed  by 
United  Air  Lines,  Inc.  the  Postmaster  General,  the  City 
of  Kalamazoo,  Mich.,  and  the  City  of  Battle  Creek,  Mich. ; 

The  Board  finding: 

(1)  That  Ozark ’s  application  and  Amendment  No.  1  of 
North  Central’s  application  involve  air  service  identical 
with  that  proposed  by  other  applicants  herein  and  that 
consolidation  of  said  application  and  amendment  will  not 
unduly  expand  the  issues  of  this  proceeding;  and 
90  (2)  That  United  Air  Lines,  Inc.,  the  Postmaster 

General,  City  of  Kalamazoo  and  the  City  of  Battle 
Creek,  Mich,  have  alleged  matters  indicating  that  they  are 
entitled  to  become  parties  to  the  proceeding; 

Therefore,  It  Is  Ordered: 

1.  That  the  application  of  Ozark  Air  Lines,  Inc.  (Docket 
No.  6439)  and  Amendment  No.  1  of  North  Central’s  appli¬ 
cation  (Docket  No.  6276)  be  and  they  are  hereby  consoli¬ 
dated  into  the  above-entitled  proceeding. 
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2.  That  the  aforesaid  petitions  for  leave  to  intervene 
be  and  they  are  hereby  granted. 

By  the  Civil  Aeronautics  Board: 


(seal) 


/s/  M.  C.  Mulligan 
M.  C.  Mulligan 
Secretary 


95  UNITED  STATES  OF  AMERICA 

CIVIL  AERONAUTICS  BOARD 
WASHINGTON,  D.  C. 

Docket  No.  6411  et  al. 

AMERICAN  AIRLINES,  INC. 

Notice  of  Hearing 

In  the  matter  of  an  investigation  of  local  service  between 
Chicago,  Ill.,  and  Detroit,  Mich. 

Notice  is  hereby  given,  pursuant  to  the  provisions  of  the 
Civil  Aeronautics  Act  of  1938,  as  amended,  particularly 
sections  205  (a),  401,  and  1001  of  said  Act,  that  a  hearing 
in  the  above-entitled  proceeding  is  assigned  to  be  held 
on  April  12,  1954,  at  10:00  a.m.  (eastern  standard  time), 
in  Room  E-210,  Temporary  Building  No.  5,  16th  Street 
and  Constitution  Avenue,  N.  W.,  Washington,  D.  C.,  before 
Examiner  Curtis  C.  Henderson. 

Without  limiting  the  scope  of  the  issues  presented  by 
the  applications  particular  attention  will  be  directed  to 
the  following  matters: 

1.  Whether  the  public  convenience  and  necessity  re¬ 
quire  amendment  of  the  certificate  held  by  North  Cen¬ 
tral  Airlines,  Inc.,  for  its  route  No.  S6  so  as  to  author¬ 
ize  service  between  the  terminal  points  Chicago,  Ill., 
and  Detroit,  Mich.,  via  the  intermediate  points  South 
Bend,  Ind.,  Kalamazoo,  Battle  Creek,  Jackson,  and 
Ann  Arbor,  Mich.  (Docket  No.  6276). 
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2.  Whether  the  public  convenience  and  necessity  re¬ 
quire  amendment  of  the  certificate  held  by  Lake  Cen¬ 
tral  Airlins,  Inc.,  for  route  No.  88  so  as  to  authorize 
service  between  the  terminal  points  Chicago,  Ill.,  and 
Detroit,  Mich.,  via  the  intermediate  points  South  Bend, 
Ind.,  Kalamazoo,  Battle  Creek,  Jackson,  and  Ann  Ar¬ 
bor,  Mich.  (Docket  No.  6319). 

96  3.  Whether  the  public  convenience  and  neces¬ 

sity  require  the  amendment  of  the  certificate 
held  by  Ozark  Airlines,  Inc.,  for  route  No.  107  so  as 
to  authorize  service  between  the  terminal  points  Chi¬ 
cago,  Ill.,  and  Detroit,  Mich.,  via  the  intermediate 
points  South  Bend,  Ind.,  Kalamazoo,  Battle  Creek, 
Jackson  and  Ann  Arbor,  Mich.  (Docket  No.  6439). 

i 

4.  An  investigation,  Docket  No.  6411,  instituted  by 
Board  Order,  No.  E-7S99,  to  determine  whether  the 
public  convenience  and  necessity  require  the  amend¬ 
ment,  modification  or  alteration  of  the  certificate  held 
by  American  Airlines,  Inc.,  for  such  period  as  the 
Board  may  determine,  so  as  to  authorize  the  suspen¬ 
sion  of  service  at  Ann  Arbor,  Battle  Creek,  Jackson, 
and  Kalamazoo,  Mich.,  and  South  Bend,  Ind.,  on  route 
No.  7,  in  the  event  and  to  the  extent  that  such  points 
are  certificated  for  service  by  North  Central  and/or 
Lake  Central  or  Ozark  on  a  route  segment  between 
Chicago  and  Detroit. 

5.  In  the  event  of  authorization  under  1,  2,  or  3  is 
the  carrier  selected  to  render  the  service,  fit,  willing, 
and  able  to  perform  such  service. 

For  further  details  of  the  service  proposed,  the  authori¬ 
zations  requested,  and  the  investigation  instituted,  inter¬ 
ested  parties  are  referred  to  the  applications,  the  Board’s 
Order,  No.  E-7899,  other  pertinent  orders,  and  the  prehear¬ 
ing  conference  report  which  are  on  file  with  the  Civil 
Aeronautics  Board. 
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Notice  is  further  given  that  any  person,  other  than  par¬ 
ties  of  record,  desiring  to  be  heard  in  this  proceeding  must 
file  with  the  Civil  Aeronautics  Board  on  or  before  April 
12,  1954,  a  statement  setting  forth  the  issues  of  fact  or 
law  which  he  desires  to  controvert. 

Dated  at  Washington,  D.  C.,  March  1,  1954. 

Francis  W.  Brown, 
Chief  Examiner 
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Order  No.  E-8259 

UNITED  STATES  OF  AMERICA 
CIVIL  AERONAUTICS  BOARD 
WASHINGTON,  D.  C. 

Adopted  by  the  Civil  Aeronautics  Board  at  its  office  in 
Washington,  D.  C.,  on  the  15th  day  of  April,  1954. 

Docket  No.  6411  et  al. 

In  the  matter  of  an  investigation  of  local  service  between 
Chicago,  Ill.,  and  Detroit,  Mich. 

American  Airlines,  Inc. 

Order  Granting  Leave  to  Intervene 

The  Aeronautics  Commission  of  Indiana  having  filed  with 
the  Board,  pursuant  to  Rule  15  of  the  Board’s  Rules  of 
Practice  under  Title  IV  of  the  Civil  Aeronautics  Act  of 
1938,  as  amended,  a  petition  for  leave  to  intervene  in  the 
above-entitled  proceeding;  and 
The  Board  finding  from  said  petition  that  the  petitioner 
has  a  property,  financial,  or  other  substantial  interest  in 
the  subject  matter  of  the  proceeding  which  may  not  be 
adequately  represented  by  existing  parties,  and  that  the 
requested  intervention  will  not  unduly  broaden  the  issues 
or  delay  the  proceeding; 
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It  Is  Ordered:  That  said  petitioner  be  and  it  is  hereby 
granted  leave  to  intervene  in  the  above-entitled  proceeding. 

By  the  Civil  Aeronautics  Board: 

/s/  M.  C.  Mulligan 
M.  C.  Mulligan 
Secretary 


(seal) 
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EXCERPTS  FROM  TRANSCRIPT 

108  UNITED  STATES  OF  AMERICA 

CIVIL  AERONAUTICS  BOARD 

WASHINGTON,  D.  C. 

Docket  No.  6411  et  al. 

In  the  Matter  of: 

American  Airlines,  Inc. 

Investigation  of  Local  Service  Between  Chicago,  Ill.  and 

Detroit,  Mich. 

Hearing  Room  E-210,  Temporary  Building  No.  5,  16th 
and  Constitution  Ave.,  N.  W.,  Washington,  D.  C.  Monday, 
April  12, 1954. 

The  above-entitled  matter  came  on  for  hearing,  pursuant 
to  notice,  at  10:00  o’clock  a.m. 

Before  : 

Curtis  C.  Henderson,  Examiner. 

Appearances  : 

John  M.  Allen,  Security  National  Bank  Building,  Battle 
Creek,  Michigan,  appearing  for  the  city  of  Battle  Creek, 
Intervenor. 

Robert  A.  Palmer,  615  American  National  Bank  Build¬ 
ing,  Kalamazoo,  Michigan,  appearing  for  the  City  of  Kala¬ 
mazoo,  Intervenor. 

Charles  S.  Rhyne,  726  Jackson  Place,  N.  W.,  Washing¬ 
ton,  D.  C.,  appearing  for  the  City  of  Kalamazoo,  Inter¬ 
venor. 

109  Howard  C.  Westwood,  Ernest  W.  Jennes,  and  Al¬ 
fred  V.  J.  Prather,  701  Union  Trust  Building,  Wash¬ 
ington,  D.  C.,  appearing  for  American  Airlines,  Inc.,  Ap¬ 
plicant. 

Albert  F.  Grisard,  412  Metropolitan  Bank  Building, 
Washington  5,  D.  C.,  appearing  for  Lake  Central  Airlines 
Inc.,  Weir  Cook  Airport,  Indianapolis  44,  Indiana,  Appli¬ 
cant. 
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A.  L.  Wheeler,  911  Sheraton  Building,  N.  W.,  Washing¬ 
ton,  D.  C.,  appearing  for  North  Central  Airlines,  Inc.,  3300 
University  Ave.,  S.  E.,  Minneapolis,  Applicant. 

James  W.  Batchelor,  Durant,  Oklahoma,  appearing  for 
Ozark  Air  Lines,  Lambert  Field,  Missouri,  Applicant. 

George  W.  Shoemaker,  Civil  Aeronautics  Board  Wash¬ 
ington,  D.  C.,  appearing  for  the  Bureau  of  Air  Operations. 

Leroy  M.  Lacey,  Jr.,  SOS  Union  Bank  Building,  Kokomo, 
Indiana,  appearing  for  Aviation  Commission,  City  of  Ko¬ 
komo,  Kokomo  Chamber  of  Commerce,  Indiana,  Inter- 
venor. 

Lloyd  W.  Hartman,  Indianapolis,  Indiana,  appearing  for 
Lake  Central  Airlines,  Inc.,  Applicant. 


Rudolph  Habermann 

was  called  as  a  witness  for  and  on  behalf  of  the  City  of 
Battle  Creek,  and  having  been  first  duly  sworn  -was  ex¬ 
amined  and  testified  as  follows: 

Direct  Examination 

By  Mr.  Allen: 

115  Q.  Will  you  give  your  name?  A.  I  am  Rudolph 
Habermann,  Executive  Secretary  of  the  Battle  Creek 
Chamber  of  Commerce. 

Q.  Mr.  Allen :  Mr.  Habermann,  how  long  have  you  been 
Executive  Secretary  of  the  Chamber  of  Commerce?  A. 
Twenty-seven  years,  plus. 

•  *  *  *  *  *  *  *  •  • 

117  Q.  All  right,  sir.  In  your  opinion,  Mr.  Habermann, 
what  type  of  air  service  would  best  serve  the  City 
of  Battle  Creek?  A.  In  my  opinion  it  would  be  very  simple. 
Detroit-Chicago  has  20-non-stops  on  American.  If  they 
would  just  set  down  two  additional  flights  out  of  that  20, 
with  the  type  of  equipment  they  use,  in  addition  to  this 
existing  service,  we  would  have  three  flights  in  each  direc- 
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tion  out  of  Battle  Creek.  I  think  it  would  adequately  serve 
our  area. 

•  ••••••••• 

120  Cross  Examination 

•  ••••••••• 

122  Q.  Do  you  know  if  there  is  a  need  for  air  service 
by  these  companies  into  and  out  of  Battle  Creek? 
A.  There  is  a  tremendous  need  and  it  would  be  utilized 
more  if  there  were  better,  more  frequent  service. 

Q.  It  is  a  problem  of  frequency  you  are  talking  about 
now  that  we  are  addressing  ourselves  to?  A.  Frequency 
and  good  equipment. 

Q.  I  believe  in  your  direct  testimony  you  stated  that 
you  required  at  least  three  round  trips  a  day  in  order  to 
adequately  serve  this  national  traffic,  wouldn’t  you,  A. 
That  is  the  general  feeling,  locally. 

•  •*##•**•# 

124  Bv  Mr.  Batchelor : 

125  Q.  Mr.  Habermann,  you  stated  that  it  is  the 
opinion  of  the  people  in  Battle  Creek  that  you  should 

have  at  least  three  round  trips  a  day.  Would  there  be 
any  particular  objection  to  a  carrier  providing  two  round 
trips  and  if  the  traffic  should  develop  where  it  would  re¬ 
quire  three  round  trips,  would  that  in  your  opinion  be 
satisfactory?  A.  It  stands  to  reason  it  would  be  better 
with  two  than  one. 

Q.  Well,  that  is  not  quite  an  answer  to  my  question.  A. 
I  doubt  if  it  would  be  satisfactory. 

Q.  In  other  words,  if  two  round  trips  didn’t  develop  to 
the  point  where  it  looked  like  you  needed  three,  then  two 
would  be  satisfactory,  wouldn’t  it?  A.  It  would  have 
to  be. 

Q.  That  is  my  point. 

In  other  words,  you  don’t  necessarily  mean  that  you 
ought  to  put  on  three  round  trips  immediately.  If  the 
traffic  should  develop  to  that  point  and  they  should  be 
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put  on,  that  would  serve  your  needs,  would  it  not?  A.  I 
do  not  concur  with  you.  I  think  the  traffic  potential  is  there 
now.  It  is  just  a  case  of  going  out  after  it. 

•  «  *  *  *  *  *  • 

128  By  Mr.  Shoemaker: 

*  •  #  •  #  *  #  #  •  • 


129  Q.  In  your  capacity,  have  you  ever  made  a  study 

as  to  where  the  residents  of  your  city  require  serv¬ 
ice?  That  is,  what  are  the  principal -  A.  Principal 

points? 

Q.  Yes.  A.  The  greatest  volume  of  air  travel,  the  key 
point,  would  be  New  York,  I  believe. 

Q.  Do  you  have  any  idea  what  percentage  of  your 

130  total  traffic  would  fly  between  Battle  Creek  and  New 

York?  A.  It  is  rather  difficult - 


Q.  You  have  not  made  that  study  as  to  the  percent?  A. 
No.  I  have  not  made  the  study.  A  year  ago  in  January 
I  had  a  conference  with  Mr.  Dickler  and  Mr.  Jacobs  of 


the  American  Airlines  and  they  took  October  of  the  pre¬ 
ceding  year  as  an  average  month  and  the  figures  as  I  re¬ 
call,  there  were  580  some  passengers  outbound,  of  which 
approximately  100  went  to  New  York,  40  to  Washington  and 
there  was  24  to  Boston,  Dallas  and  Los  Angeles. 

Q.  That  covers  about  200.  A.  Those  are  some  of  the 
figures  I  recall.  j 


•  #  *  *  #  #  *  *  #  * 


Q.  Those  passengers  traveling  between  Battle  Creek  on 
the  one  hand  and  New  York  on  the  other  would,  of  course, 
have  single  plane  service  via  American?  A.  That’s  right, 
sir. 

Q.  However,  the  passengers  that  would  travel 
131  to  and  from  Washington  from  Battle  Creek  would 
require  a  plane  change,  probably  at  either  New  York 
or  Chicago?  A.  Willow  Run.  Most  of  them  go  into  Wil¬ 
low  Run  and  use  Capital  or  Northwestern  coming  down. 

Q.  So  you  are  not  concerned  too  much  with  the  plane 
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change  insofar  as  making  a  service  satisfactory  for  you. 
Is  that  one  of  your  prime  considerations  or  is  that  merely 
a  subsidiary?  A.  One  of  the  prime  feelings  of  our  com¬ 
munity  is  that  we  want  to  be  on  a  trunk  line  airline. 

* 

Examiner  Henderson.  You  are  on  a  trunk  line  airline  now? 
The  Witness:  That’s  right,  sir.  Which- - 

By  Mr.  Shoemaker: 

Q.  Why  do  you  want  to  be  on  a  trunk  line — have  a  trunk 
line  service?  A.  We  feel  that  there  is  sufficient  business 
in  the  Battle  Creek  area  to  warrant  the  stop  there.  They 
are  not  interested  in  taking  off  at  Battle  Creek,  setting  down 
at  Kalamazoo,  setting  down  at  South  Bend  and  setting 
down  at  Gary  before  proceeding  on.  They  feel  that  one 
intermediate  stop  between  Detroit  and  Chicago  is  a  justi¬ 
fiable  thing  at  Battle  Creek. 

ft*#**#*#*# 

142  Recross  Examination 

ft**##**##* 

147  A.  No. 

Q.  You  mentioned  you  had  a  need  for  service  to 
Chicago  and  beyond.  What  cities  do  you  refer  to  speci¬ 
fically  when  you  say  beyond  Chicago?  A.  I  would  say 
St.  Paul-Minneapolis,  the  extreme  West  Coast. 

Q.  That  is,  Los  Angeles,  Frisco,  Seattle,  Portland?  A. 
That’s  right,  and  then  Southern,  St.  Louis,  Texas. 

Q.  You  would  want  to  make  connections  in  Chicago  for 
those  cities  ?  A.  Y"es. 


•  ***#•••*• 
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Marvin  Moody 


was  called  as  a  witness  for  and  on  behalf  of  the  City  of 
Kalamazoo,  and  having  been  first  duly  sworn,  was  exam¬ 
ined  and  testified  as  follows: 
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Direct  Examination 
By  Mr.  Palmer: 

j 

Q.  State  your  full  name,  please.  A.  Marvin  Moody. 

Q.  Where  do  you  live?  A.  311  Woodward  Avenue,  Kala¬ 
mazoo,  Michigan. 

Q.  What  is  your  position  in  Kalamazoo,  Mr.  Moody? 
A.  Assistant  manager  of  the  Chamber  of  Commerce  of 
Kalamazoo. 

Q.  How  long  have  you  held  that  position?  A.  Eighteen 
months. 

Q.  Mr.  Moody,  have  you  made  a  survey  under  the  auspices 
of  the  Chamber  of  Commerce  of  Kalamazoo,  Michigan,  as 
to  its  need  for  air  service  and  potential  airtraffic?  A.  I 
have. 

Q.  I  will  hand  you  this  exhibit  marked  1  through 
154  4,  with  vour  name  on  it  and  ask  you  to  identify  it, 

please.  A.  I  prepared  this  exhibit  on  the  first  day 
of  March,  1954  with  the  assistance  of  a  traffic  committee 
of  the  Kalamazoo  Chamber  of  Commerce.  This  committee 
consists  of  13  men,  including  one  chairman.  This  data  was 
taken  from  various  documents,  Exhibit  No.  1,  general  eco¬ 
nomic  data  pertaining  to  Kalamazoo;  Exhibit  No.  2,  com¬ 
munity  interests  between  Kalamazoo  and  other  points; 
Exhibit  No.  3,  existing  transportation  services;  Exhibit 
No.  4,  Kalamazoo’s  existing  airport  facilities. 

Q.  Mr.  Moody,  was  that  exhibit  that  was  prepared,  was 
it  prepared  under  your  supervision  and  direction  ?  i  A. 
Yes,  sir. 

Q.  It  includes  those  four  general  type  topics  you  have 
just  mentioned,  is  that  correct?  A.  That  is  correct. 

Q.  Do  you  have  any  corrections  to  make  in  that  exhibit? 
A.  I  have. 

On  the  initial  page,  Exhibit  No.  3,  existing  transportation, 
the  number  of  15  should  be  changed  to  20. 

Mr.  Shoemaker:  I  have  as  Exhibit  No.  3  a  map. 

The  Witness :  That  is  on  the  initial  page  underneath  the 
cover. 


Mr.  Palmer:  He  is  talking  about  tlie  index  page. 

The  Witness:  Also  on  page  19-a,  Item  No.  7,  the 

155  removal  of  the  name  Kalamazoo  and  Muskegon,  fol¬ 
lowing  the  word  “Grand  Rapids.”  That  should  be 

stricken  out. 

Mr.  Allen:  What  should  be  stricken? 

The  Witness:  The  word  “Kalamazoo-Muskegon.” 
Examiner  Henderson:  That  is  Item  7? 

The  Witness :  That  is  in  Item  7. 

Examiner  Henderson:  On  page  19-a? 

The  Witness:  That  is  right. 

Page  21,  Line  6,  where  it  says  “Battle  Creek,  leave  3:33” 
it  now  reads  “A.M.”,  should  be  changed  to  P.M.” 

The  line  beneath  it,  where  it  now’  says  “Detroit,  arrival 
4:27  a.m.”  should  be  changed  to  “P.M.” 

That  is  all  the  corrections  I  have. 

By  Mr.  Palmer: 

Q.  Mr.  Moody,  in  this  exhibit  are  the  facts  and  figures 
that  you  have  presented  there  true  to  the  best  of  your 
knowledge  and  belief?  A.  Yes,  sir. 

Q.  Do  you  have  anything  to  add  to  this  exhibit?  A.  Not 
at  this  time,  sir. 

Q.  With  particular  reference  to  the  exhibit  regarding 
the  survey  made  by  your  Chamber  of  Commerce  as  to  East- 
West  air  traffic,  would  you  tell  the  Examiner  as  to  the 
sampling  that  was  received  from  that  survey?  A. 
Prior  to  March  1,  Kalamazoo  Chamber  of  Commerce 

156  prepared  a  survey  and  mailed  it  to  391  members 
and  non-members  of  the  Chamber  of  Commerce.  I 

beg  your  pardon. 

Fifty  of  those  were  returned,  compiling  the  information 
as  shown  in  this  booklet,  on  the  potential  air  service  for 
Kalamazoo  in  years  to  come. 

Q.  Do  those  figures  that  are  included  in  that  survey 
include  the  returns  made  to  you  from  the  manufacturers, 
wholesalers  and  retailers? 

Is  that  correct?  A.  Yes,  sir. 
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Q.  Did  you  make  any  survey  with  reference  to  any  pro¬ 
fessional  or  Governmental  groups?  A.  No,  sir. 

Q.  Or  any  personal  travel?  A.  No,  sir. 

Q.  So  that  there  is  nothing  included  in  that  survey, 
except  your  manufacturers^  retailers  and  wholesalers’ 
response?  A.  That  is  correct. 

Mr.  Palmer:  That  is  all.  Your  witness. 

Examiner  Henderson:  Do  you  wish  to  have  your  ex¬ 
hibit — 

Mr.  Palmer:  I  offer  the  exhibit,  1  through  4. 

Examiner  Henderson :  The  document  sponsored  by  Kala¬ 
mazoo  has  been  marked  for  identification  as  Exhibits  1-4. 

(The  document  referred  to  was  marked  Intervenors’ 
Exhibit  Kalamazoo  1-4,  for  identification.) 

157  Examiner  Henderson:  I  will  give  the  parties  a 
chance  to  cross  examine  before  I  rule  on  the  offer. 

Mr.  Grisard,  do  you  have  any  questions? 

Cross  Examination 
By  Mr.  Grisard: 

Q.  Mr.  Moody,  what  is  the  city  population  of  Kalamazoo 
as  compared  with  the  city  population  of  Battle  Creek? 
A.  That  is  within  the  corporate  limits  of  the  city,  sir. 

Q.  Yes.  A.  Approxmately  five  thousand  difference.  I 
am  not  sure  as  to  the  exact  population.  Kalamazoo  is 
known  at  59,500  as  of  October  1,  1953  estimated.  This 
booklet  shows  a  1950  figure,  quoted  by  the  Department  of 
Commerce. 

Q.  Have  you  examined  the  proposed  schedule  of  Ozark 
Airlines  in  this  proceeding?  A.  No,  sir. 

Q.  I  will  now  show  you  an  exhibit  which  has  been  dis¬ 
tributed  as  Ozark  Exhibit  A-3  and  ask  you  to  take  a  look 
at  that  please. 

Can  you  by  examination  of  that  exhibit  tell  me  whether 
or  not  the  service  proposed  by  Ozark  would  serve  the 
needs  of  Kalamazoo?  A.  In  my  estimation,  when  a  word 
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or  a  name  of  a  city  precedes  my  own  service,  service  does 
not  exist. 

Q.  Assume  that  Exhibit,  sir,  reads  Battle  Creek- 

158  Kalamazoo,  refers  to  a  joint  stop  to  serve  both 
cities.  What  is  your  answer?  A.  In  the  attitude 

of  the  Chamber  of  Commerce  and  its  members,  if  a  plane 
does  not  land  at  the  airport  of  the  City  of  Kalamazoo 
service  does  not  exist. 

Q.  In  this  general  economic  information  which  is  in  your 
exhibit  page  2,  does  the  information  given  there  include 
travel  by  the  Ingersoll  Products  Division  of  Borg-Warner? 
A.  It  does  include  it.  That  is  in,  you  say,  Exhibit  No.  2? 

Q.  Page  2  and  page  2-A. 

I  don’t  believe  there  is  specific  mention  of  the  Ingersoll 
products  division.  Could  you  describe  what  that  division 
does?  A.  Ingersoll  products  division? 

Q.  Yes.  A.  To  my  knowledge,  without  definite  check  or 
survey  of  the  organization,  they  are  engaged  in  various 
types  of  assembly  and  processing  of  metals.  They  are  also 
engaged  in  a  Naval  and — well,  you  could  call  it  Naval 
contracts  for  amphibious  ships  or  boats. 

Mr.  Rhyne:  Mr.  Examiner,  we  will  have  a  witness  from 
the  company  who  will  give  all  of  that,  sir. 

Examiner  Henderson :  Thank  you,  sir. 

By  Mr.  Grisard: 

159  Q.  With  reference  to  your  exhibit  Page  18,  I  no¬ 
tice  you  had  a  12  and  a  half  percent  return  on  your 

questionnaire  and  I  would  like  to  know  if,  in  order  to 
obtain  an  accurate  count  of  the  passenger  travel  in  1953, 
it  would  be  proper  to  multiply  the  figures  you  have  given 
here  by  8?  A.  That  is  on  page  18? 

Q.  Yes.  That  is,  would  it  be  proper  to  multiply  the 
figures  which  appear  on  page  19-a,  by  8,  for  the  reason 
that  the  questionnaire  return  was  only  12  and  a  half  per¬ 
cent? 

Mr.  Batchelor:  Mr.  Examiner,  I  am  not  sure  that  is  a 
proper  question. 


41 


The  Witness:  I  am  not  sure  I  would  like  to  answer  that 
question  at  this  time. 

Mr.  Batchelor:  It  pre-supposes  that  those  who  didn’t 
answer  would  have  the  same  experience  as  those  who  did, 
and  there  is  absolutely  nothing  in  the  record  to  showT 
whether  they  do  have  or  do  not  have  the  same  answers  as 
those  who  answered  the  questionnaire.  I  don’t  think  the 
question  is  proper. 

Mr.  Grisard:  Mr.  Examiner,  the  witness  is  competent 
to  answer  that  and  to  state  it.  My  question  is  whether  it 
would  be  proper. 

Mr.  Batchelor:  If  he  does  know  their  experience  it  is 
competent,  but  if  he  doesn’t  know’  their  experience  w’e 
can’t  assume  there  is  something  here  that  is  not 
shown. 

160  Examiner  Henderson :  What  is  your  question,  Mr. 
Grisard? 

Mr.  Grisard:  I  asked  in  view  of  the  fact  that  he  experi¬ 
enced  only  a  12  and  a  half  percent  return  on  his  question¬ 
naire  whether  it  w’ould  be  proper  in  order  to  obtain  an 
accurate  count  of  the  passenger  travel  in  1953  to  multi¬ 
ply  the  figure  he  did  obtain  by  8,  8  being  12  and  a  half 
percent  of  100.  He  can  qualify  his  answer  any  way  he 
wishes  to,  but  I  think  he  is  the  only  witness  presented 
here  who  is  qualified  to  do  that. 

Mr.  Batchelor:  Mr.  Examiner,  I  have  no  objection  to 
his  expanding  it  by  multiplying  it  by  8  and  showing  it 
as  a  method  of  computaton,  but  I  still  thnk  that  the  ques¬ 
tion  in  the  form  it  was  propounded,  that  is,  whether  or 
not  it  is  a  proper  method,  is  something  that  is  a  matter 
to  be  argued. 

Examiner  Henderson :  Just  a  minute.  Off  the  record. 

(Discussion  off  the  record) 

Examiner  Henderson:  We  will  have  a  ten-minute  recess. 

t 

(Short  recess  taken.) 

Examiner  Henderson :  Come  to  order,  please,  gentlemen. 
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At  the  time  we  went  off  the  record  there  was  a  question 
propounded  by  Mr.  Grisard  and  Mr.  Batchelor  interposed 
an  objection. 

We  discussed  it  somewhat  off  the  record  and  we  had  a 
recess. 

Does  any  other  party  want  to  say  something  before  the 
Examiner  rules?  Does  anybody  else  have  any  objection? 

161  (No  response) 

Examiner  Henderson:  Will  you  read  the  question  back, 
Mr.  Reporter? 

(Question  read.) 

Examiner  Henderson:  Mr.  Witness:  could  vou  answer 

•> 

the  question? 

The  Witness:  Yes,  sir. 

Examiner  Henderson:  Objection  overruled.  You  may 
answer. 

The  Witness:  This  would  be  proper  to  multiply  this  by 

8. 

Examiner  Henderson:  Continue,  Mr.  Grisard. 

By  Mr.  Grisard: 

Q.  With  reference  to  your  Exhibit,  page  19,  Mr.  Moody, 
and  under  No.  1  there,  the  passenger  using  rail  services  to 
or  via  Chicago  and  Detroit,  would  those  passengers  be 
convenienced  by  commuter  type  service,  connecting  Kala¬ 
mazoo  with  Detroit  and  Chicago,  that  is,  early  morning 
departures  and  late  evening  arrivals?  A.  No,  sir.  They 
would  not  be  inconvenienced. 

Q.  My  question  was  would  they  be  convenienced?  A. 
They  would,  sir. 

Q.  As  to  number  of  passengers  using  rail  service  to 
return  to  Kalamazoo  from  Chicago  and  Detroit,  do 

162  you  know  if  these  passengers  used  air  transportation 
beyond  Chicago  or  Detroit?  A.  Yes,  sir.  That  is  true 

in  every  case.  Yes,  sir. 
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Q.  In  other  words  this  does  not  include  any  local?  A. 
That  does  not  include  any  local  services  to  landing  at  Kala¬ 
mazoo  or  Battle  Creek  either. 

Q.  With  reference  to  your  exhibit,  page  21,  what  is  the 
cost  of  the  limousine  between  Kalamazoo  and  Battle  Creek? 

Is  that  included  in  these  figures  here?  A.  I  think  so. 
I  am  not  sure  of  it.  I  am  pretty  sure  it  is  included  though. 

Mr.  Grisard:  That  is  all,  Mr.  Examiner. 

Examiner  Henderson:  Mr.  Wheeler,  do  you  have  any 
questions? 

Mr.  Wheeler:  Yes. 

By  Mr.  Wheeler: 

Q.  Do  you  think  service  to  Kalamazoo  is  adequate  if  it 
serves  you  through  Battle  Creek?  A.  No,  sir. 

Q.  From  your  experience  and  knowledge,  do  many  people 
in  Kalamazoo  use  the  service  East  and  West  through  Bat¬ 
tle  Creek?  A.  They  use  it  in  cases  where  they  like  to  go 
to  New  York.  It  is  a  convenient  service  for  them,  but 
they  are  limited  to  that  one  flight  that  they  may  take  to 
New  York  each  day. 

163  Q.  With  respect  to  this  interline  service  that  you 
are  speaking  about,  do  you  believe  that  if  a  local 
service  line  was  scheduled  into  Kalamazoo  and  connected 
it  with  Detroit  and  Chicago,  that  interline  traffic  out  of 
Kalamazoo  would  increase?  A.  It  would,  sir. 

Q.  Now,  let’s  speak  of  the  local  traffic  to  the  terminals  in 
and  of  itself. 

Would  it  be  beneficial  to  a  man  in  Kalamazoo  to  have 
service,  early  morning  service  into  Chicago  and  Detroit  and 
late  evening  arrival  back  so  as  to  enable  him  to  transact  a 
day’s  business  and  return  the  same  day?  A.  It  would 
indeed. 

Q.  Now,  at  Detroit,  Mr.  Moody,  would  it  be  advantageous 
to  the  people  of  Kalamazoo  to  have  air  service  to  the  De¬ 
troit  Municipal  Airport  and  the  Willow  Run  Airport?  A. 
In  view  of  the  service  that  we  want,  it  is  most  important 
to  us.  The  Willow  Run  Airport  would  be  the  best  be- 
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cause  we  are  looking  for  services  beyond  Detroit,  more 
than  we  are  just  for  Detroit.  We  do  have  fairly  adequate 
service  from  a  rail  standpoint,  but  many  of  them  would  use 
the  local  services  that  would  be  offered  by  a  local  service 
carrier. 

Q.  My  question  is  serving  both  of  them,  sir.  A.  Yes. 

Q.  Would  it  be  a  convenience  to  the  traveler  so  that 
he  could  use  either  one  of  the  airports,  either  the 

164  Municipal  Airport  or  the  Willow  Run  Airport?  A. 
In  the  case  of  using  both  it  would  be,  especially  in 

the  case  of  where  you  are  going  to  Detroit  only.  Then 
the  Detroit  city  airport  would  be  a  convenience. 

Q.  So  for  those  passengers  who  want  to  transact  a 
day’s  business  in  Detroit  serving  both  the  airports  would 
be  an  advantage  to  them?  A.  Yes,  sir. 

Q.  The  Detroit  City  Airport  is  substantially  closer  to 
Detroit  than  is  Willow  Run?  A.  That  is  correct. 

Q.  Now,  do  you  think  three  round  trips  a  day,  connect¬ 
ing  Kalamazoo  with  the  terminals,  Detroit  and  Chicago, 
would  adequately  serve  the  needs  of  Kalamazoo  for  that 
East-West  type  of  service?  A.  It  would  at  this  time. 

Q.  Do  you  think  two  round  trips  would  adequately  serve 
them?  A.  It  would  be  better  than  what  we  have. 

Q.  But  you  tell  me  you  feel  three  round  trips  would  be 
better?  A.  Three  would  be  better. 

Q.  Have  you  had  an  opportunity,  Mr.  Moody,  to  look 
over  the  proposals  of  North  Central  in  this  proceed- 

165  ing,  the  schedule  proposals?  A.  Just  minor  details, 
not  to  any  great  extent. 

Q.  I  show  you  North  Central’s  in  Exhibit  NOR-70,  page 
2  in  which  our  proposed  schedules  are  set  forth.  You  will 
notice  Mr.  Moody,  that  North  Central  proposes  an  early 
morning  flight  out  of  Chicago  at  7 :45  a.m.,  one  at  11 :55  a.m., 
and  one  at  5:45  p.m.  A.  Yes,  sir. 

Q.  You  will  notice  in  the  other  direction,  North  Central 
proposed  a  6 :1'5  flight,  a.m.  out  of  Detroit,  2 :30  flight  p.m. 
out  of  Detroit  and  a  6:00  p.m.  flight  out  of  Detroit.  A. 
Yes,  sir. 
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Q.  They  propose  to  serve  both  Battle  Creek  and  Kala¬ 
mazoo.  A.  Yes,  sir. 

Q.  Would  that  schedule  pattern  satisfy  your  needs?  A. 
A  schedule  pattern  along  this  line  would  satisfy  our  needs. 

Q.  Mr.  Moody,  is  your  community  of  interest  greater 
East  and  West  than  it  is  north  and  south?  A.  That  is 
correct  at  this  time. 

Q.  Do  you  have  any  way  of  knowing  the  degree?  Is  East 
and  West  twice  as  great  or  how  would  you  measure  it?  A. 
I  haven’t  given  any  thought  to  that  relation  or  comparison 
but  I  know  it  would  be  substantially  greater  than  anything 
you  could  produce  north  and  south  on  a  direct  north  and 
south  basis  as  the  existing  service  today  is. 

166  Q.  In  other  words  you  think  the  terminals  of 
cities  of  Detroit  and  Chicago  and  beyond  is  greater 

than  Indianapolis  and  Grand  Rapids?  A.  Oh,  yes,  by  far. 

Q.  Now,  is  it  your  testimony  that  the  people  who  now 
want  to  go  to  Chicago,  say,  Detroit,  locally,  would  take 
either  the  surface  transportation,  in  the  form  of  rails  or 
drive  their  cars  in  because  of  their  inconvenience  of  going 
over  to  Battle  Creek?  A.  The  would,  sir. 

Q.  And  you  feel  that  if  service  was  provided  that  these 
people  would  likely  go  by  air  ?  A.  They  would. 

Q.  Has  it  been  your  conclusion  or  is  it  your  conclusion 
that  the  more  frequencies  a  city  is  given  the  more  traffic 
it  will  develop?  A.  That  is  correct. 

Q.  So,  therefore,  if  you  have  one  schedule  a  day  it  will 
develop  so  many  passengers,  but  it  would  develop  a  sub¬ 
stantial  amount  more  with  two  and  three  schedules  a  day? 
A.  That  is  correct,  frequency  of  service  is  all  we  are  asking. 
Q.  Pardon?  A.  Frequency  of  service. 

Q.  It  is  the  frequency  of  service  that  you  are 

167  particular  interested  in  ?  A.  That  is  correct. 

Q.  Air.  Moody,  is  the  airport  at  Kalamazoo  adequate 
for  DC-3  services  as  to  East  and  West?  A.  That  is  cor¬ 
rect. 

Q.  You  are  now  receiving  service  for  the  North  and 
South  through  the  airport?  A.  We  are. 
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Q.  Does  it  have  facilities  sufficient  to  accommodate  other 
carriers'?  A.  It  does. 

Mr.  Wheeler:  That  is  all. 

Examiner  Henderson:  Mr.  Batchelor. 

Mr.  Batchelor:  No  questions. 

Examiner  Henderson:  Mr.  Prather? 

Mr.  Prather:  No  questions. 

Examiner  Henderson:  Mr.  Shoemaker;  do  you  have  any? 
Cross  Examination. 

By  Mr.  Shoemaker: 

Q.  What  are  the  principal  cities,  Mr.  Moody,  that  the 
residents  of  Kalamazoo  require  service  to  and  from?  A. 
In  what  direction,  sir? 

Q.  In  an  East- West  direction.  A.  From  the  East,  of 
course,  the  major  emphasis  is  on  New  York.  The 
168  next  two  or  three  in  order,  I  have  no  record  to  sub¬ 
stantiate  this  information  from,  from  the  directions 
or  the  actual  cities  they  desire — Washington,  Boston,  Phila¬ 
delphia,  Eastern  Seaboard  principally,  from  the  Eastern 
standpoint  and  from  the  West,  the  extreme  West  Coast, 
into  Texas,  New  Orleans,  St.  Louis,  Kansas  City,  Denver, 
Colorado,  Minneapolis  and  St.  Paul,  Minnesota. 

Q.  Have  you  ever  made  a  study  which  would  indicate 
the  number  of  passengers  you  would  expect  per  month  to 
Denver,  for  instance?  A.  No,  sir. 

Q.  I  believe  you  testified  that  you  do  need  a  commuter 
type  service  to  Chicago?  A.  That  is  correct. 

Q.  Is  that  need  greater  to  Chicago  than  it  is  Detroit?  A. 
I  am  not  in  position  to  answer  you  at  this  time.  I  haven’t 
made  a  survey  as  to  which  is  the  greater  over  the  other, 
other  than  what  is  represented  in  this  exhibit. 

Q.  You  as  the  spokesman  for  the  City  of  Kalamazoo 
would  have  no  objection  to  a  local  service  type?  A.  No,  sir. 

Q.  Do  you  know  how  long  it  takes  the  average  driver  to 
drive  from  the  center  of  Kalamazoo  to  the  Battle  Creek 
Airport?  A.  Taking  into  consideration  the  average  traf- 
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fie  hazards  and  problems  of  the  day,  nothing  less  than 

169  30  minutes  on  the  average. 

Q.  Less  than  30  minutes?  A.  Nothing  less  than 
30  minutes.  Most  of  the  time  it  will  run  close  to  an  hour. 
I  have  driven  it  many,  many  times  myself. 

Q.  How  many  miles  is  it?  Do  you  know  right  offhand? 
A.  By  the  Federal  Trunkline  it  is  23  miles. 

Q.  You  have,  do  you  not,  fairly  good  surface  transpor¬ 
tation  to  Chicago?  A.  In  the  line  of  rail? 

Q.  Rail  transportation.  A.  Yes. 

Q.  Is  it  possible  for  a  traveler  to  leave  Kalamazoo  in 
the  morning,  transact  business  in  Chicago  and  return  in 
the  evening  by  train?  A.  It  is  possible  but  it  is  not  con¬ 
venient.  i 

Q.  In  what  way  is  it  not  convenient?  A.  Time  elapse  in 
travel. 

Q.  Do  you  have  any  idea  what  the  elapsed  time  is?  A. 
About  six  and  a  half  hours  involved  in  actual  travel  time. 
Q.  Six  and  a  half  hours,  that  is  both  ways?  A.  Yes. 

Q.  Three  and  a  quarter  hours  each  direction?  A.  That 
is  about  the  average  depending  on  what  train  you 

170  take.  Some  of  them  you  can  get  less  time  but  you 
wouldn ’t  make  the  proper  connection  that  you  would 

want  to  make.  You  must  take  the  early  morning,  commuter 
type  trains  are  slower.  They  have  more  stops. 

Q.  So  that  a  person  going  to  Chicago  to  utilize  the  day 
in  Chicago  for  business  would  have  to  leave  Kalamazoo  at 
a  very  early  hour  in  order  to  do  so,  would  they  not?  A. 
Leave  there  before  6:00  o’clock  in  the  morning. 

Q.  In  your  exhibits  at  page  19,  where  these  figures  are, 
do  thse  figures  represent  a  period  for  all  of  1953?  A.  That 
is  correct. 

Q.  Do  you  know  what  the  average  income  per  person  is 

in  Kalamazoo?  A.  I  have  not  made  a  study  of  it,  sir. 

Q.  Then  you  would  have  no  knowledge  what  the  average 

familv  income  is  would  vou?  A.  I  don’t  remember  at  this 

•• 

time,  only  what  the  Department  of  Commerce  published  in 
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1950,  that  it  is  above  national  averages  for  income  of 
family. 

Mr.  Shoemaker :  That  is  all  I  have.  Thank  you. 
Examiner  Henderson:  Mr.  Moody,  this  may  be  some¬ 
what  repetitious,  but  turning  to  page  3  of  CAL  Exhibit 
2, 1  suppose — turn  to  page  3,  that  map  there. 

The  Witness:  Yes,  sir. 

Examiner  Henderson:  Where  is  the  Battle  Creek 

171  Municipal  airport  if  you  know,  or  if  you  can  find 
it  on  this  map  in  respect  to  Kalamazoo.  Can  you 

point  it  out? 

The  Witness:  It  is  off  of  U.S.  12  at  about  the  edge  of 
the  circle,  I  would  say  to  the  North  of  U.  S.  12. 

Examiner  Henderson :  How  far  is  that  ?  I  think  you  have 
answered  the  question,  but  would  you  answer  again — how 
far  is  that  from  the  center  of  Kalamazoo? 

The  Witness :  23  miles. 

Examiner  Henderson:  That  is  all  I  have. 

Mr.  Shoemaker:  Is  that  airport  on  the  north  side  of 
Battle  Creek? 

Examiner  Henderson :  No. 

Mr.  Allen:  No. 

Examiner  Henderson:  It  is  north  of  U.S.  12,  along  the 
edge. 

Mr.  Shoemaker:  It  would  be  southwest  of  the  city? 

Mr.  Habermann:  Yes. 

Redirect  Examination 

By  Mr.  Palmer: 

Q.  Mr.  Moody  referring  to  your  Exhibit  No.  19,  or  page 
19,  how  many  businesses  did  you  solicit  to  get  the  in¬ 
formation?  A.  391  firms  representing  a  relative  small 
portion  of  business  firms  in  Kalamazoo. 

Q.  Mr.  Moody,  how  many  business  firms  are  there 

172  in  Kalamazoo?  A.  268  manufacturers  and  proces¬ 
sors,  2,000  retailers  and  wholesalers. 

Q.  So  that  when  you  state  that  it  would  be  proper  to 

i 
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multiply  your  12  and  a  half  percent  return  by  8  times, 
actually  that  is  a  conservative  figure,  the  8? 

Is  that  correct?  A.  That  is  correct. 

Q.  Do  you  feel  it  would  be  proper  to  multiply  that  12 
and  a  half  percent  by  some  larger  figure  than  8?  A. 
Possibly  up  to  10  or  12  times,  sir. 

Q.  Based  on  your  return  from  this  survey,  is  that  cor¬ 
rect?  A.  Yes,  on  the  return. 

Q.  Do  you  say  that  also  applies  to  your  general  knowl¬ 
edge  of  the  business  concerns  in  the  City  of  Kalamazoo? 
A.  That  is  correct. 

Q.  And  am  I  correct  when  I  state  that  this  survey  was 
sent  only  to  firms  only  within  the  City  limits  of  the  City  of 
Kalamazoo  or  its  immediate  confines?  A.  Yes,  that  is 
correct. 

Q.  It  did  not  cover  your  whole  trading  area?  Is  that 
correct?  A.  That  is  correct. 

Q.  Mr.  Moody,  the  figures  that  you  have  listed  in 
173  that  exhibit  pertaining  to  1953  use  of  air  service  are 
actual  use  figures,  is  that  correct?  They  are  not 
estimated.  A.  They  are  actual  use  figures. 

Q.  Submitted  to  you  by  the  people  or  firms  that  answered 
your  survey?  A.  That  is  correct. 

Q.  Mr.  Moody,  do  you  know  whether  or  not  the  trading 
area  of  Kalamazoo  is  larger  or  smaller  than  Battle  Creek? 
A.  It  is  larger. 

Q.  You  mentioned,  Mr.  Moody,  that  train  service  into 
Chicago  on  a  so-called  commuter  basis  could  not'  be 
handled  beginning  in  Kalamazoo  at  approximately  6 :00  a.m. 
Is  that  correct?  A.  That  is  correct. 

Q.  Would  you  speak  now  with  reference  to  so-called 
morning  service  to  the  City  of  Detroit  by  rail?  A.  We 
haven’t  any  that  early  to  Detroit. 

Q.  Do  you  have  any  to  Detroit  in  the  morning?  A.  Not 
between  the  hours  of  6:00  to  10:00. 

Q.  Is  this  information  contained  in  your  exhibit?  A. 
Y"es,  the  schedule  is  contained  in  the  exhibit. 

Mr.  Palmer:  Thank  you,  sir. 
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Mr.  Allen :  May  I  ask  a  question,  Mr.  Examiner? 

Examiner  Henderson :  Yes,  sir. 

Recross  Examination. 

174  By  Mr.  Allen: 

Q.  Where  is  the  Kalamazoo  Airport  located?  A.  It  is 
located  approximately  four  miles  south  of  the  center  of 
the  city. 

Q.  What  street  do  you  go  out  to  reach  there?  A.  Portage 
Street. 

Q.  That  is  a  heavily  traveled  street?  A.  Yes,  sir,  no 
more  than  any  other  major  trunkline  of  a  city  of  that  size. 

Q.  Nor  no  less?  A.  No  less. 

Q.  How  long  does  it  take  you  to  get  from  the  center  of 
town  out  to  your  airport?  A.  About  20  minutes,  sir,  any¬ 
where  from  15  to  20  minutes,  in  the  peak  traffic  hour 
period. 

Mr.  Allen:  That  is  all. 

Mr.  Palmer:  May  I  interpose  a  question,  sir? 

Examiner  Henderson:  Have  vou  finished? 

Mr.  Allen:  Yes,  sir. 

Examiner  Henderson :  Yes,  sir. 

By  Mr.  Rhyne : 

Q.  Would  you  show  the  Examiner  and  the  other  par¬ 
ties  on  that  map  where  the  airport  is  with  relation  to  the 
cities?  I  am  referring  to  page  three  of  the  Exhibit. 

The  Witness :  It  is  located  one  mile  south  of  a  little 

175  square  indicating  the  City  of  Kalamazoo. 

Mr.  Rhyne :  Do  you  see  on  that  map  a  word  called 
Oshtema? 

The  Witness:  Yes. 

Mr.  Rhyne:  With  particular  relation  to  the  letters  in 
that  word,  Oshtema,  where  would  you  say  the  Kalamazoo 
Airport  would  be? 

The  Witness :  It  would  be  in  between  Oshtema  and  Kala¬ 


mazoo. 


51 


By  Mr.  Rhyne: 

Q.  I  am  not  talking  about  the  physical  location  of  the 
City  of  Oshtema.  On  this  map,  where  these  letters  spell 
out,  Oshtema,  where  would  you  think  the  city  of  Kalamazoo 
Airport  would  be  in  relation  to  those  six  letters?  A.  About 
two-thirds  of  the  way  from  the  center  of  the  City  out  to 
that  dot  indicating  the  position  you  had  pointed  out. 

Mr.  Rhyne:  Let  me  ask  you  one  more  question,  Mr. 
Moody.  Do  you  think  the  Kalamazoo  Airport  would  be 
close  to  the  “M”  in  Oshtema? 

The  Witness:  Yes,  sir. 

Mr.  Rhyne:  Thank  you. 

Mr.  Wheeler:  I  would  like  to  ask  one  question  more,  Mr. 
Examiner. 

Examiner  Henderson :  Yes,  sir. 

By  Mr.  WTieeler: 

176  Q.  Would  you  give  the  Examiner  the  comparative 
time  between  going  to  the  Kalamazoo  Airport  and 
going  to  the  Battle  Creek  Airport?  How  long  does  it 
take  you  to  go  to  one  and  how  long  does  it  take  to  go  to 
the  other?  A.  As  I  indicated  before,  the  minimum  you 
could  possibly  make  the  Battle  Creek  Airport  would  be 
30  minutes.  ! 

Q.  In  a  rush  hour?  A.  Not  in  a  rush  hour.  In  a  rush 
hour  it  would  take  one  hour. 

Q.  And  in  20  minutes  during  the  rush  hour  to  Kala¬ 
mazoo?  A.  That  is  correct. 

Q.  Do  you  know  the  cab  fare  between  the  two  towns, 
Kalamazoo  and  Battle  Creek?  A.  No.  I  am  sorry.  I  am 
not  up  on  that  particular  figure.  I  know  it  would  be 
probably  prohibitive  in  the  case  of  someone  wanting  to 
go  to  the  Battle  Creek  Airport  and  have  missed  the  limou¬ 
sine  service. 

Q.  Ten  or  fifteen  dollars,  something  like  that?  A.  Yes, 
sir,  something  like  that  figure. 

Examiner  Henderson:  Any  further  questions  of  this 
witness? 
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Mr.  Shoemaker:  Mr.  Examiner,  I  have  a  couple  that  I 
would  like  to  ask. 

Examiner  Henderson:  Have  you  finished? 

Mr.  Wheeler:  I  have,  Mr.  Examiner. 

177  Examiner  Henderson :  All  right,  Mr.  Shoemaker. 

By  Mr.  Shoemaker: 

Q.  Mr.  Moody,  is  there  a  bus  service  between  the  two 
cities?  A.  Yes,  sir. 

Q.  How  many  schedules  per  day?  Do  you  know?  A.  I 
am  not  up  on  that.  It  is  disclosed  within  our  exhibit. 

Q.  Would  the  bus  service  carry  you  from,  say,  the  center 
of  Kalamazoo  to  the  Battle  Creek  Airport?  A.  No.  It 
doesn’t. 

Q.  Do  you  have  any  idea  what  the  limousine  fare  is  from 
Kalamazoo  to  Battle  Creek  Airport?  A.  I  am  not  sure 
what  that  is  at  the  present  time. 

Q.  Do  you  know,  Mr.  Moody,  if  there  are  any  air  taxi 
services  that  operate  between  the  Kalamazoo  Airport 
and  the  Battle  Creek  Airport?  A.  No,  sir. 

Q.  There  are  none?  A.  There  are  none. 

Q.  There  are  no  operators  on  either — that  is,  taxi  oper¬ 
ators — on  either  of  those  airports?  A.  Only  by  special 
arrangements  and  charter. 

Q.  Do  you  know  what  the  cost  of  traveling  from  Battle 
Creek,  for  instance,  to  the  Kalamazoo  Airport  would 

178  be  by  air  taxi?  A.  No,  sir,  I  don’t. 

Q.  You  have  never  used  it?  A.  I  have  never* 

used  it. 

Q.  Do  you  know  of  anyone  who  has?  A.  No,  sir,  I 
don ’t. 

Mr.  Shoemaker:  Thank  you.  That  is  all  I  have. 
Examner  Henderson:  Mr.  Palmer? 

By  Mr.  Palmer: 

Q.  Mr.  Moody  what  is  the  cab  fare  from  the  center  of 
the  city  of  Kalamazoo  to  the  Kalamazoo  Municipal  Airport? 
A.  About  $1.25,  sir. 

Mr.  Palmer:  That  is  all. 
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Examiner  Henderson:  Thank  you,  sir. 

Mr.  Allen  f  : 

By  Mr.  Allen: 

Q.  Do  you  know  what  route  the  Greyhound  Bus  takes 
from  Kalamazoo  to  the  Battle  Creek  area?  A.  Some 
schedule  goes  over  Highway  12,  skirts  the  airport  on  the 
South  and  they  haven’t  any  stop,  only  by  request  to  stop 
at  any  normal  place  along  the  Highway  that  an  individual 
may  request.  If  my  memory  serves  me  corectly,  there 
is  a  possibility  that  I  think  possibly  two  schedules  of  a 
greyhound  bus  traveling  by  Highway  12,  Highway  96  and 
down  Dickens  Road  through  Fort  Custer  past  the  Kellogg 
Airport. 

179  Q.  Past  the  entrance?  A.  That’s  right. 

Q.  The  normal  runs  are  scheduled  over  12.  There 
are  a  few  of  the  local  services  that  are  scheduled  past 
Kellogg  Airport. 

Mr.  Allen :  I  have  no  further  questions,  Mr.  Examiner. 

Examiner  Henderson:  Thank  you,  Mr.  Moody. 

(Witness  excused.) 

Examiner  Henderson:  Do  you  have  another  witness? 

Mr.  Palmer:  Yes. 

Examiner  Henderson:  You  may  call  your  next  witness. 

Mr.  Palmer:  Is  the  Exhibit  entered? 

Examiner  Henderson:  No.  We  can  wait  until  you  finish 
with  your  next  witness. 

I  might  as  well  rule  on  it  now,  though.  Is  the  other 
witness  going  to  testify  as  to  the  facts  in  the  exhibit? 

Mr.  Palmer:  No. 

Examiner  Henderson:  Is  there  any  objection  to  the  re¬ 
ceipt  of  Kalamazoo’s  exhibits  Nos.  1  through  4? 

(No  response) 

Mr.  Allen :  I  object  to  so  much  of  the  exhibit  as  is  based 
on  the  12  and  a  half  percent  returns  from  this  survey  that 
was  made. 
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Examiner  Henderson:  Specifically  what  pages? 

Mr.  Allen :  I  believe  it  was  testified  to  by  Mr. 
Moody - 

180  Mr.  Palmer :  It  starts  at  page  18. 

Examiner  Henderson:  Page  18? 

Mr.  Palmer:  And  19. 

Examiner  Henderson:  What  are  the  grounds  of  your 
objection? 

Mr.  Allen:  On  the  grounds  the  return  from  the  survey, 
only  12  and  a  half  percent,  is  too  vague  and  indefinite  to 
be  material. 

Mr.  Shoemaker:  Mr.  Examiner,  it  seems  to  me  that  that 
would  go  to  the  weight  of  the  evidence  rather  than  to  its 
admissibility,  and  it  also  seems  to  me  that  under  the  aver¬ 
age  statistical  process  that  that  is  considered  an  adequate 
sampling.  However,  there  is  nothing  in  this  record  that 
would  indicate  that.  I  am  speaking  from  my  intuitive 
knowledge  of  the  statistical  process,  but  I  do  think  it  is 
worth  something.  The  weight  that  should  be  given  it 
certainly  is  up  to  the  Examiner.  . 

Examiner  Henderson:  Yes. 

Mr.  Bhyn:  Let  me  say  it  is  based  on  actual  use  of  air 
service.  There  is  nothing  speculative  about  it  whatever. 
It  shows  the  people  who  actually  used  it  in  1953;  I  think 
it  not  only  is  admissible,  but  is  of  high  prohibitive  value 
because  it  is  not  based  on  speculation  but  actual  facts. 
Examiner  Henderson:  I  think  that  is  sufficient. 

The  objection  will  be  overruled.  At  this  time  the 

181  exhibits  which  have  been  marked  for  identification 
as  Kalamazoo’s  Exhibits  No.  1  through  4  will  be 

received  in  evidence. 

(The  documents  referred  to  as  Intervenor’s  Exhibits 
Kalamazoo  1-4  were  received  in  evidence.) 

C.  L.  Fenstermaker 

was  called  as  a  witness  for  and  on  behalf  of  the  City  of 
Kalamazoo,  and  having  been  first  duly  sworn,  was  examined 
and  testified  as  follows: 
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Direct  Examination 
By  Mr.  Palmer: 

Q.  State  your  full  name,  please.  A.  C.  L.  Fenstermaker. 

Q.  Where  do  you  live,  sir?  A.  Kalamazoo,  Michigan. 

Q.  Are  you  employed  in  Kalamazoo,  Michigan?  A.  Yes, 
sir. 

Q.  By  what  organization?  A.  By  the  Sutherland  Paper 
Company. 

Q.  What  is  your  position  there?  A.  Traffic  manager. 

Q.  How  long  have  you  been  employed  by  the  Sutherland 
Paper  Company?  A.  It  will  be  33  years  the  fifth  of  July. 

Q.  In  that  same  capacity?  A.  No.  I  have  been  traffic 
manager  since  August  1924. 

182  Prior  to  that  time  I  was  assistant. 

Q.  Mr.  Fenstermaker,  you  prepared  a  report  for 
the  submission  to  the  Examiner  and  the  Board,  is  that 
correct?  A.  That  is  correct. 

Mr.  Palmer:  Mr.  Examiner,  at  this  time  I  would  like  to 
say  that  I  have  prepared  typewritten  copies  of  Mr. 
Fenstermaker ’s  report,  and  I  would  like  to  present  them 
to  the  parties  and  the  Board  at  this  time,  in  the  interest 
of  saving  both  our  time  and  possibly - 

Examiner  Henderson:  Would  you  give  the  Examiner 
one  copy  and  supply  the  original  to  the  reporter?  Give 
the  Examiner  two  copies,  one  for  the  duplicate  docket. 

Mr.  Palmer:  Would  you  mark  that,  please,  Exhibit  5? 

Examiner  Henderson:  I  will  ask  you  to  please  supply 
two  copies  of  this  exhibit,  the  bound  volume,  with  all  cor¬ 
rections,  sir. 

Mr.  Palmer:  I  have  them. 

Examiner  Henderson :  Give  one  to  the  reporter  and  give 
the  other  to  me.  You  would  like  to  have  this  document 
marked  as  Kalamazoo  Exhibit  No.  5? 

Mr.  Palmer:  Yes,  sir. 

Examiner  Henderson :  It  will  be  so  marked. 

(The  document  referred  to  was  marked  Intervenor’s 
Kalamazoo  Exhibit  5,  for  identification.) 
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By  Mr.  Palmer: 

183  Q.  Mr.  Fenstermaker,  this  particular  report  was 
prepared  by  you,  was  it  not?  A.  That  is  correct. 

Q.  As  to  the  statistics  contained  in  this  report,  were 
they  compiled  under  your  supervision?  A.  They  were. 

Q.  On  this  report  is  the  information  and  facts  contained 
therein  true  to  the  best  of  your  knowledge?  A.  It  is. 

Mr.  Palmer:  I  would  like  to  ofFer  Exhibit  5  for  the  use 
of  the  Examiner,  please. 

Examiner  Henderson:  I  will  defer  my  ruling  upon  ad¬ 
missibility  of  this  document  until  parties  have  had  time  to 
look  at  it  and  cross  examine  the  witness. 

Mr.  Grisard :  Mr.  Examiner,  is  this  a  good  time  to  break 
for  lunch? 

Examiner  Henderson :  Does  that  finish  your  direct  or  do 
you  have  more  ? 

Mr.  Palmer:  And  after  the  parties  had  had  an  oppor¬ 
tunity  to  examine  it  I  was  going  to  ask  Mr.  Fenstermaker 
if  he  had  anything  to  add  to  it  but  we  can  wait  if  you 
like. 

Air.  Batchelor:  If  this  witness  is  not  going  to  be  long, 
let's  finish  with  him  before  lunch. 

Examiner  Henderson :  I  think  that  would  be  a  good  idea. 
Is  anybody  ready  to  cross  examine  the  witness  on  this  or 
do  you  want  a  few  minutes. 

184  Mr.  Grisard:  That  is  why  I  suggested  lunch.  I 
haven't  finished  it  yet. 

Examiner  Henderson:  Let’s  finish  this  witness.  Let's 
have  a  recess  of  three  minutes.  I  think  you  read  it  over 
in  three  minutes. 

Mr.  Rhyne :  Mr.  Examiner,  while  we  are  in  recess,  let  me 
say  we  have  the  reports  and  statements  of  the  other  wit¬ 
ness  in  writing  and  will  be  glad  to  distribute  them  at 
this  time. 

Examiner  Henderson:  That  will  be  a  good  idea  to  dis¬ 
tribute  them  and  give  them  a  chance  to  read  and  look 
at  them  during  the  lunch  period. 
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(Short  recess  taken.) 

Examiner  Henderson:  On  the  record.  I 

Mr.  Allen,  do  you  have  any  questions  of  this  witness? 

Mr.  Allen:  No,  sir. 

Examiner  Henderson:  Mr.  Grisard?  Do  you  have  any 
questions? 

Mr.  Grisard:  No,  sir. 

Examiner  Henderson:  Mr.  Wheeler. 

Cross  Examination 
By  Mr.  Wheeler : 

Q.  Would  a  local  service  into  Detroit  and  Chicago  be  of 
convenience  to  your  company?  A.  Yes,  it  would. 

Q.  Would  service  at  Detroit  through  both  airports 
185  add  to  that  convenience?  A.  It  mostly  would  for 
local  traffic  into  Detroit  in  the  morning. 

Q.  In  other  words,  it  would  enable  you  to  more  con¬ 
veniently  go  to  Detroit  and  spend  a  day  and  return?  A. 
That’s  right. 

Q.  And  do  you  think  that  a  number  of  passengers  w’ould 
be  benefited  by  that  type  of  service?  A.  I  think  there 
would  be  some,  ves. 

Q.  You  don’t  know’  how  many?  A.  Naturally  I  don’t. 

Mr.  Wheeler:  That  is  all. 

Examiner  Henderson:  Mr.  Batchelor? 

Mr.  Batchelor:  No  questions. 

Examiner  Henderson:  Mr.  Shoemaker? 

Mr.  Prather,  do  you  have  any  questions? 

Mr.  Prather:  No,  sir. 

Examiner  Henderson:  Mr.  Shoemaker. 

Bv  Mr.  Shoemaker : 

Q.  Mr.  Fenstermaker,  to  what  cities  do  you  need  service 
principally?  A.  We  are  a  nation-wide  organization  and  our 
travel  by  air  is  all  over  the  entire  United  States. 

Q.  If  you  could  get  into  Detroit  or  to  Chicago,  of  course, 
you  would  be  able  to  get  connections  to  any  place  in 


186  the  United  States,  would  you  not?  A.  That’s  right. 

Q.  Do  you  have  any  particular  need  for  a  one- 
plane  service  to  New  York?  A.  For  a  what? 

One-flight  service  into  New  York,  did  you  say,  or  one 
plane? 

Q.  A  one-plane  service,  where  you  get  on  one  plane 
and  stay  on  it  until  you  get  into  New  York,  or  do  you 
object  to  a  connecting  flight?  A.  I  don’t  say  that  we  ob¬ 
ject  to  it,  no.  We  have  got  used  to  connecting  flight  serv¬ 
ice,  even  by  the  existing  service,  other  than  to  New  York. 

Q.  In  your  experience  in  air  travel,  do  you  believe  it 
would  be  less  convenient  to  drive  to  the  Battle  Creek 
airport  and  emplane  there  for  New  York  where  you  have 
single  plane  service  than  it  would  to  board  at  Kalamazoo 
and  change  planes,  or  make  a  plane  change  before  arriv¬ 
ing  in  New  York?  I  would  say  it  wouldn’t  make  a 
great  deal  of  difference  to  me  and  I  think  and  I  am  what  you 
would  call  an  average  traveler,  traveling  about  half  or 
two  thirds  of  the  time. 

Q.  Would  you  say  that  with  your  company  their  prin¬ 
cipal  need  for  travel  is  to  and  from  New  York?  A.  No. 
Not  principally.  It  is  a  major  move  but  we  have  sales 
offices  located,  70  of  them,  throughout  the  entire 

187  United  States.  Our  salesmen  are  coming  into  our 
plant.  They  are  bringing  customers  into  our  plants, 

maybe  I  should  say,  on  a  minimum  of  four  times  a  year. 

Q.  Do  you  have  an  office  in  Dallas,  Texas?  A.  W7e  do. 

Q.  Would  your  company  have  as  many  travelers  be¬ 
tween  Kalamazoo  and  Dallas  as  you  would  between  Kala¬ 
mazoo  and  New  York?  A.  No.  Wre  would  not. 

Q.  Is  there  any  other  city  in  the  United  States  with 
which  you  have  a  greater  need  for  service  than  you  do 
with  New  York?  A.  Not  a  greater  need,  no. 

Q.  Would  you  say  of  the  total  number  of  passengers 
that  your  company  would  create  each  year  in  air  travel, 
that  the  greater  number  traveled  between  Kalamazoo  and 
New  York  than  between  any  other  city  in  the  United  States? 
A.  I  would  say  of  three  people  traveling  to  New  York, 
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we  might  have  one  and  a  half  to  two  traveling  to  other 
points. 

Q.  Would  you  say  that  your  company’s  experience  is 
indicative  of  the  average  of  other  industries  in  Kalama¬ 
zoo?  A.  No.  I  can’t  say  it  is  indicative  of  an  average, 
because  some  of  the  companies  in  Kalamazoo  are  not 
nationally  known  distributors  and  we  are.  We  are  indica¬ 
tive  I  would  say  of  the  larger  concerns  in  Kalamazoo, 

188  the  larger  manufacturing  concerns,  but  not  of  the 
smaller  ones. 

Q.  Some  of  the  smaller  retail  dealers  do  most  of  their 
buying  in  New  York,  do  they  not?  A.  That  is  where  they 
differ  from  us.  They  might  not  go  to  Dallas  or  Houston 
or  San  Antonio  or  New  Orleans  or  Jacksonville  or  Atlanta 
or  any  points  like  that  but  once  in  a  blue  moon.  They  do 
their  buying  in  New  York  and  Chicago  and  more  or  less 
that  is  it. 

Mr.  Shoemaker:  That  is  all  I  have.  Thank  you. 

Examiner  Henderson:  Could  you  roughly  estimate  how 
many  people,  representatives  from  vour  concern  use  air 
service  daily  or  how  many  buyers  or  customers  come  in 
your  plant  at  Kalamazoo? 

The  Witness:  I  attempted  to - 

Examiner  Henderson:  Or  weeklv  or  inonthlv? 

*  V 

The  Witness:  — I  attempted  to  develop  information  of 
that  type,  but  inasmuch  as  we  keep  no  record  of  our  travel, 
and  we  only  keep  a  record  of  the  number  of,  you  might 
say,  salesmen  or  peddlers  coming  in  to  call  on  us,  not 
where  they  are  from - 

Examiner  Henderson:  Or  what  kind  of  service  they 
have  used - 

The  Witness:  Or  what  kind  of  service  they  have  used, 
it  would  be  almost  impossible  to  determine  although  I 
know  from  actual  experience  that  there  are  a  large 

189  number  of  them  that  do  come  in  by  air. 

Examiner  Henderson:  Well,  rather  than  being  a 
guess,  I  wonder  if  you  could  give  us  an  estimate,  but  if 
the  estimate  would  turn  out  to  be  a  guess,  we  won’t  bother. 
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The  Witness:  That’s  right. 

Examiner  Henderson:  You  think  it  would  be  more  of  a 
guess? 

The  Witness :  It  would  be  more  of  a  guess  than  anything 
else. 

Examiner  Henderson :  Thank  you.  Any  other  questions? 

Mr.  Allen:  I  would  like  to  ask  one  question. 

By  Mr.  Allen: 

Q.  Did  your  company  return  any  information  on  this 

survey?  A.  My  company’s  information  is  not  included  in 

this  exhibit  made  bv  the  Citv. 

•>  * 

Q.  You  made  no  record  of  it?  A.  It  is  in  addition. 

Mr.  Allen:  That  is  all. 

Examiner  Henderson:  Thank  you,  sir. 

Do  you  have  any  redirect? 

Mr.  Palmer:  Yes. 

Redirect  Examination 
By  Mr.  Palmer: 

Q.  With  particular  reference  to  the  physical  lo- 
190  cation  of  your  plants  adjacent  to  Kalamazoo,  Mr. 

Fenstermaker,  would  you  say  they  are  accessible 
to  the  Kalamazoo  Airport?  A.  They  are  very  accessible  to 
the  Kalamazoo  Airport.  In  fact,  we  are  now  in  the  process 
of  constructing  a  new  plant  of  a  value  of  nearly  $3,000,000 
that  will  be  within  probably  a  mile  and  a  half  of  the 
airport,  not  to  exceed  two  miles  of  it.  We  will  be  a  little 
west  and  a  little  north  of  the  airport. 

Q.  Mr.  Fenstermaker,  following  that  through,  would 
you  say  it  would  be  a  convenience  to  your  company  to  have 
service  at  the  Kalamazoo  Airport?  A.  It  definitely  would. 

Mr.  Palmer:  That  is  all. 

Examiner  Henderson:  Mr.  Shoemaker. 
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Recross  Examination 
By  Mr.  Shoemaker: 

Q.  Mr.  Fenstermaker,  does  your  company  have  auto¬ 
mobiles  that  they  use  for  transporting  their  personnel 
from  one  place  to  another  in  the  various  areas'?  A.  Com¬ 
pany  cars,  no.  Each  man  is  on  his  own. 

Q.  Then  whenever  your  company  dispatches  a  man  to 
another  point,  he  has  to  find  his  own  transportation  to 
the  airport?  A.  He  makes  his  own  method  of  transpor¬ 
tation,  either  by  his  own  personal  car,  limousine,  taxi  cab, 
or  what  have  you. 

191  Mr.  Shoemaker:  Thank  you. 

Examiner  Henderson:  Any  other  questions? 

(No  response) 

Mr.  Palmer:  Mr.  Fenstermaker,  would  you  testify  to 
the  material  contained  in  this  letter  if  you  were  asked 
the  question? 

The  Witnes:  I  would. 

Examiner  Henderson:  Are  there  any  objections  to  re¬ 
ceipt  in  evidence  of  the  document  which  has  been  marked 
for  identification  as  Kalamazoo  Exhibit  No.  5? 

(No  response) 

Examiner  Henderson:  There  being  none,  it  will  be  re¬ 
ceived  in  evidence. 

(The  document  above  referred  to  as  Intervenor’s  Kala¬ 
mazoo  Ex.  5,  was  received  in  evidence.) 

Examiner  Henderson:  Thank  you,  sir. 

(Witness  excused.) 

Examiner  Henderson:  At  this  time  we  will  recess  until 
2:00  o’clock. 

(Whereupon  at  12:35  p.m.  a  recess  was  taken  until 
2:00  p.m.  of  the  same  day.) 
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192  Afternoon  Session  2:00  p.m. 

Examiner  Henderson:  Let’s  come  to  order,  please. 

Mr.  Wheeler:  Mr.  Examiner,  I  would  like  to  recall  Mr. 
Fenstermaker. 

Examiner  Henderson:  You  may  do  so.  Come  to  the 
stand,  Mr.  Fenstermaker,  please. 


C.  L.  Fenstermaker 

having  been  previously  sworn,  resumed  the  stand,  and 
testified  further  as  follows: 

Recross  Examination  (Continued  ) 

Bv  Mr.  Wheeler: 

m/ 

Q.  Do  you  have  occasion  to  travel  to  Warsaw?  Wis¬ 
consin?  A.  Not  personally  but  our  personnel  of  our 
company  do. 

Q.  Would  you  tell  us  how  they  travel?  A.  They  largely 
take  their  own  ear  and  drive  to  Grand  Rapids  and  catch 
a  pane  across  the  Lake  and  make  other  connections  at 
Milwaukee,  or  take  the  train  into  Chicago  and  go  up  that 
way. 

Q.  Would  a  one-plane  service,  one  carrier,  one  plane 
service,  from  Kalamazoo  to  Warsaw  be  of  benefit  to  your 
company?  A.  I  would  say  it  would  produce  at  least  ten 
passengers  a  month. 

Q.  Is  there  any  other  place  in  Wisconsin  that  people 
from  your  company  travel  to?  A.  Yes.  We  travel  to 
Menasha,  Green  Bay  and  to  Madison. 

193  Q.  How  about  Milwaukee?  A.  And  to  Milwaukee 
as  well. 

Q.  Would  a  one-plane  one  carrier  service  be  beneficial  to 
your  traveling  needs  in  this  respect?  A.  I  would  say 
this,  the  easier  you  make  it  for  them  the  more  they  are 
going  to  use  it. 

Mr.  Wheeler:  That  is  all,  Mr.  Examiner. 
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By  Mr.  Palmer: 

Q.  Mr.  Fenstermaker,  originally  in  your  testimony  you 
stated  words  to  the  effect  that  it  made  no  difference  to  you 
personally,  I  think  you  said,  about  one  plane  with  several 
stops,  going  from  Chicago  to  Detroit,  is  that  correct?  I  A. 
That  is  correct. 

Q.  Did  you  say  that?  A.  That  is  correct. 

Q.  Well,  now,  I  want  to  clarify  that  just  a  minute. 

As  far  as  your  company  is  concerned,  and  its  operations, 
is  it  advantageous  to  your  company  to  have  your  service  at 
the  Kalamazoo  Airport?  A.  Definitely  so. 

Q.  As  opposed  to  the  Battle  Creek  Airport?  A.  That  is 
right. 

Q.  And  is  it  advantageous  to  your  company  to  have  sev¬ 
eral  stops,  or  one  stop,  or  does  it  make  no  difference?  A. 

I  don’t  think  that  makes  any  difference. 

194  Mr.  Palmer:  Thank  you,  sir. 

The  Witness :  As  long  as  we  have  service  from  the 
Kalamazoo  Airport,  in  my  estimation,  Mr.  Moody  was  very 
generous  in  saying  you  could  go  there  in  a  half  hour.  We 
have  12  miles  we  have  to  travel  at  a  45-mile  zone,  and  your 
route  to  the  airport,  you  have  to  go  above  it  and  then  come 
back  to  it,  at  the  more  or  less  outskirts  of  Battle  Creek. 

Bv  Mr.  Palmer : 

Q.  How  long  would  it  take  you,  Mr.  Witness?  A.  I  would 
say  a  minimum  of  45  minutes.  Then  you  have  to  have  good 
traveling  time. 

By  Mr.  Wheeler: 

Q.  Is  the  community  of  interest  of  Kalamazoo  stronger 
north  and  south  or  east  and  west?  A.  East  and  west. 

Q.  Do  you  know  how  much  more  substantial  it  is  east  and 
west?  A.  I  would  say  it  is  ten  times  more  east  and  west 
compared  to  north  and  south.  I  would  say  that  based  on 
this  reasoning:  As  far  as  our  company  personnel  traveling 
are  concerned,  coming  from  the  south  or  the  southwest, 
they  all  fly  into  Chicago  non-stops  and  therefore  the  West 
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service  or  the  East  service  out  of  Chicago  would  be  more 
prevalent  coming  from  the  South.  Coming  from  Southeast 
they  fly  into  Willow  Run  on  non-stops  as  much  as 

195  possible  and  take  the  peddler  off  as  it  is  available. 
As  it  is  now,  they  head  for  Ann  Arbor  with  a  $4.50 

cab  fare  and  take  the  train  home  or  catch  a  cab  at  63  and 
a  limousine  downtown  and  take  the  train  to  Chicago. 

Q.  The  more  frequency  you  have  into  Chicago  and  De¬ 
troit,  gives  you  a  greater  opportunity  to  make  more  con¬ 
nections?  A.  That  is  undoubtedly  true,  and  the  more 
frequent  service  we  have  the  more  it  would  be  used. 

Mr.  Wheeler:  That  is  all. 

Examiner  Henderson:  Thank  you,  sir.  You  are  ex¬ 
cused. 

•  ••••*•••• 

K.  J.  Whelan 

was  called  as  a  witness  for  and  on  behalf  of  the  City  of 
Kalamazoo,  and  having  been  first  duly  sworn,  was  ex¬ 
amined  and  testified  as  follows: 

Direct  Examination 

By  Mr.  Palmer: 

Q.  State  your  full  name,  please.  A.  K.  J.  WTielan. 

Q.  Where  do  you  live,  Mr.  Whelan?  A.  Kalamazoo, 
Michigan. 

196  Q.  By  whom  are  you  employed?  A.The  Upjohn 
Company. 

Q.  Is  the  Upjohn  Company  in  Kalamazoo,  Michigan? 
A.  Principal  home  office  Kalamazoo,  Michigan. 

Q.  What  sort  of  employment  do  you  have?  A.  I  am 
presently  traffic  manager,  have  been  for  the  past  nine 
years. 

Q.  All  that  time  with  the  Upjohn  Company?  A.  With 
the  Upjohn  Company,  yes. 

Q.  You  have  prepared  a  letter  which  has  been  pre¬ 
sented  to  the  Hearing  Examiner  and  the  parties  in  this 
matter.  Were  the  facts  and  figures  prepared  by  you  per- 
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sonally  contained  in  that  letter?  A.  They  were  not  by  me. 
They  were  supervised  by  me.  Prepared  by  the  traffic  clerk. 
Q.  Prepared  under  your  supervision?  A.  That’s  right. 
Mr.  Batchelor:  You  are  refering  to  KAL  7? 

Mr.  Palmer:  That’s  right. 

Examiner  Henderson:  Are  you  going  to  offer  6? 

Mr.  Palmer :  Yes.  I  am. 

By  Mr.  Palmer: 

Q.  Mr.  Whelan,  is  the  information  contained  in  this 
letter  true  to  the  best  of  your  knowledge  and  belief?  A. 
It  is. 

Q.  And  if  you  were  asked  to  testify  at  this  hear- 
197  ing,  would  you  testify  in  conformance  with  this 
letter?  A.  Completely  so,  yes. 

Mr.  Palmer :  I  will  offer  Exhibit  7  if  the  Examiner 
please. 

Examiner  Henderson:  I  will  give  the  parties  time  to 
cross  examine  before  I  rule. 

Have  you  finished  your  direct? 

Mr.  Palmer:  Yes,  sir. 

Examiner  Henderson:  Mr.  Allen? 

Mr.  Allen:  No  questions. 

Examiner  Henderson:  Mr.  Grisard? 

Cross  Examination 

By  Mr.  Grisard: 

Q.  Mr.  Whelan,  do  you  have — is  the  experience  of  the 
Upjohn  Corporation  included  in  the  exhibit?  A.  Yes. 

Q.  The  green  bound  volume?  A.  Our  figures  are  in 
there,  yes. 

Mr.  Grisard:  No  other  questions,  Mr.  Examiner. 
Examiner  Henderson:  Mr.  Wheeler? 

By  Mr.  Wheeler: 

Q.  Mr.  Whelan,  would  three  round  trips  a  day  between 
the  terminals  of  Detroit  and  Chicago  satisfy  vour  needs? 
A.  Yes.  It  would  satisfy  our  needs. 
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Q.  Do  you  find  that  you  would  need  early  morning  de¬ 
partures  out  of  Kalamazoo  into  the  terminal  cities 

198  and  late  evening  arrivals  back?  A.  What  we  need 
is  frequency,  not  so  much  early  morning  as  frequent 

connections  at  Chicago  and  Detroit  for  points  beyond. 

West  Coast,  East  Coast,  South,  et  cetera. 

Q.  Three  or  four  or  maybe  five  round  trips  a  day, 

something  like  that?  A.  I  wouldn’t  advocate  it  because 

it  wouldn’t  be  economicallv  sound.  I  don’t  think  we  could 

•» 

use  four  or  five  flights. 

Q.  So  three?  A.  Two  or  three,  yes. 

Q.  Do  you  know  if  any  community  of  interest  between 
Kalamazoo  and  Wisconsin  cities  exists?  A.  Not  insofar 
as  the  Upjohn  Company  is  concerned,  no. 

Q.  Would  it  be  of  advantage  to  you  people  in  Kalamazoo 
who  do  go  to  Detroit  to  have  service  both  at  the  Detroit 
Municipal  Airport  and  to  the  Detroit,  Willow  Run  Air¬ 
port?  A.  Willow  Run  Airport  predominates  because  we 
don’t  have  too  much  local  busness  in  the  City  of  Detroit. 

Q.  But  it  would  be  of  some  benefit?  A.  It  would  be 
occasionallv  of  some  benefit,  ves. 

Q.  Have  you  had  an  opportunity  to  look  at  North 
Central’s  proposed  schedules  in  this  proceeding?  A.  I  am 

sorry.  I  haven ’t. 

* 

Q.  Did  you  know  North  Central  proposed  three 

199  round  trips  a  day  for  Kalamazoo?  A.  From  the 
other  discussions,  yes. 

Q.  And  assuming  they  are — the  one  in  the  morning, 

one  in  the  mid-day  and  one  in  the  evening,  both  ways, 

would  that  satisfv  vour  needs?  A.  I  think  the  earlv  morn- 

•  *  » 

ing  flights  would,  particularly  Eastbound  would  be  of 
considerable  benefit  because  the  present  afternoon  flight 
of  the  American  Airlines  brings  us  into  New  York  too 
late  in  the  day  to  conduct  any  business.  Therefore,  it  is 
only  those  persons  that  can’t  sleep  on  the  train  that  take 
the  airlines  and  the  same  is  true  to  Philadelphia,  Boston, 
and  points  of  that  type. 
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Q.  These  schedules  would  give  you  a  somewhat  wider 
choice  of  connecting  carriers  at  Detroit  and  Chicago?  A. 
That  is  the  point  that  we  are  most  interested  in,  connec¬ 
tions  beyond. 

Mr.  Wheeler:  That  is  all. 

Examiner  Henderson:  Mr.  Batchelor? 

Mr.  Batchelor:  No  questions. 

Examiner  Henderson:  Air.  Shoemaker? 

American  Airlines? 

Air.  Prather:  No  questions,  sir. 

Examiner  Henderson:  Air.  Shoemaker? 

By  Air.  Shoemaker: 

Q.  Air.  Whelan,  you  testified  that  four  or  five  daily 
200  trips,  scheduled  daily,  would  probably  not  be  eco- 
nomicallv  sound.  On  what  do  vou  base  that  state- 
ment?  A.  Perhaps  I  shouldn’t  have  said  probably  not. 
I  should  say  unless  it  was  economically  sound  that  I 
wouldn’t  recommend  it,  because  we  want  sound  airlines 
operating  through  the  City  of  Kalamazoo. 

Q.  Do  you  think  that  one  schedule  daily  would  satisfy 
your  predominant  need  for  air  service?  A.  No,  I  don’t 
because  we  now  have  access  to  one  schedule  daily,  even 
though  it  is  inconvenient  access,  at  Battle  Creek,  and  it  is 
not  adequate.  We  have  an  interest  not  only  in  pasesnger 
service  but  in  air  freight  service  and  the  one  schedule 
necessarily  can’t  be  coordinated  with  all  the  schedules  in 
and  out,  particularly  where  your  subsequent  need  is  shown. 

Q.  Would  two  schedules  daily  satisfy  your  predominant 
need  for  air  service,  if  of  course,  two  daily  flights  sched¬ 
ules,  presupposing  that  they  are  operated  during  the  time 
of  day  that  you  most  need  or  would  need  air  service?  A. 
We  would  be  satisfied  with  that,  if  we  found  that  a  third  one 
was  needed,  I  think  that  is  the  time  probably  to  consider 
the  third  flight,  but  a  morning  and  afternoon  flight  each 
way — I  presume  you  are  speaking  of  round  trips  wfiien  you 
say  two  flights? 
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Q.  In  each  direction,  yes.  A.  Yes,  that  would  be 
much  better  than  the  present  arrangement. 

Q.  To  which  cities  does  the  Upjohn  Company  require 
the  air  service  predominantly?  A.  You  mean  of  the  two, 
Chicago  and  Detroit  or  countrywide  ? 

Q.  Say  the  first  three  cities.  A.  The  first  three,  well, 
I  can’t  name  them  in  order.  New  York  is  an  important 
point,  Philadelphia  and  Boston. 

Q.  Would  it  be  more  important  than  any  other  city?  A. 
I  can’t  say  as  it  would,  no,  New  York  and  Philadelphia 
are  approximately  equal  in  size  as  far  as  our  business  is 
concerned.  Again,  San  Francisco,  Portland  and  Los  An¬ 
geles  on  the  West  Coast  are  almost  of  equal  size.  All  of 
our  branches  are  quite  uniform  in  size,  and  in  need  of 
transportation. 

Q.  About  how  many  passengers  yearly  do  you  suppose 
you  would  emplane  at  Kalamazoo,  if  you  had  East-West 
service?  A.  Air  passengers? 

Q.  Air  passengers?  A.  Well,  if  we  had  the  improved 
service,  the  only  way  I  can  answer  that,  I  think,  is  we  have 
here  a  total  of  111,  73  over  Chicago  and  38  off  Detroit. 
That  is  to  board  flights  beyond,  and  to  return  to  Kalamazoo, 
76  and  22. 

Now,  by  rail — and  many  of  these  rail  trips  I  think  are 
because  we  lacked  good  air  facilities — we  had,  East, 
201A  a  total  number  of  trips  of  651.  Now,  you  would 
have  to  deduct  from  that,  234  to  consider  it  on  a 
one-way  basis,  and  Westbound,  we  had  509,  from  which 
would  be  deducted  164,  or  a  total  of  1,160.  If  I  may,  I  can 
tell  you  the  total :  762  East  and  West  rail  trips. 

Q.  Those  figures  are  not  contained  in  your  exhibits,  are 
they?  A.  No.  These  are  additional  figures  that  deal  only 
with  rail. 

Q.  And  that  was  over  a  period  of  one  year?  A.  That  is 
a  one-year  actual  picture,  yes.  That  may  not  embrace  all 
of  our  transportation,  however.  Those  are  only  fares 
that  were  obtained  through  the  use  of  our  traffic  depart¬ 
ment.  Now  there  are  some  travelers,  company  travelers, 
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that  don’t  use  that  but  only  a  few.  I  would  say  that  is 
probably  95  percent  of  our  total  travel  of  company  per¬ 
sonnel  but  we  do  have  literallv  thousands  of  visitors  com- 
ing  into  Kalamazoo — students  from  the  various  colleges  to 
make  trips  through  the  facilities.  I  think  the  last  figure 
I  heard  on  that  was  12,000.  How  many  of  those  might  be 
potential  air  travelers  I  can’t  say. 

Examiner  Henderson:  That  figure  you  gave,  was  that 
for  the  Upjohn  Company? 

The  Witness:  That  is  for  the  Upjohn  Company,  yes. 
That  is  right. 

202  By  Mr.  Shoemaker: 

Q.  Have  you  ever  used,  you  or  your  company,  the  char¬ 
ter  services  available  at  the  Kalamazoo  or  the  Battle 
Creek  airports  with  the  air  taxi  service?  A.  Very  nom¬ 
inally,  twice  as  I  can  recall  we  chartered  planes  to  take 
groups,  but  that  is  the  only  times. 

Q.  But  that  was  not  for  the  purpose  though  of  making 
connection  with  some  major  airline,  was  it?  A.  No,  it 
wasn ’t.  It  was  because  of  a  lack  of  good  service  into 
Cleveland,  Ohio. 

Q.  You  would  not  consider  that  as  a  reasonable  means 
of  making  connection  with  American  at  Battle  Creek?  A. 
No.  The  only  reason  we  chartered  that  was  because  we  had 
some  20  or  22  persons  going  to  this  same  meeting  in 
Cleveland.  Normally  that  is  a  little  unusual  for  that  many 
to  go  at  one  time  so  it  was  more  economical  and  fitted  their 
schedue  better. 

Generally  speaking,  the  scheduled  airlines  are  much 
better  suited  to  our  needs  than  charter. 

Mr.  Shoemaker:  Thank  you.  That  is  all. 

Examiner  Henderson:  Redirect,  Mr.  Palmer? 

Redirect  Examination 
By  Mr.  Palmer : 

Q.  You  mentioned  these  figures  you  gave  were 

203  one  year’s  figures.  You  didn ’t  tell  what  year  it  was.  A. 

1953,  last  year. 
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Examiner  Henderson:  Any  objection  to  the  receipt  in 
evidence  of  the  document  which  has  been  marked  for 
identification  as  Kalamazoo  Exhibt  No.  7? 

(No  response) 

Examiner  Henderson:  There  being  no  response,  it  will 
be  received  in  evidence.) 

(The  document  referred  to  as  Intervenor’s  Exhibit  Kala¬ 
mazoo  No.  7,  was  received  in  evidence.) 

Examiner  Henderson:  Thank  you,  sir. 

(Witness  excused) 

Mr.  Palmer:  Mr.  Examiner,  din  you  receive  No.  5? 
Examiner  Henderson :  I  received  5.  I  haven ’t  received  6. 
Mr.  Palmer:  Five  is  in  evidence,  right? 

Examner  Henderson:  Yes. 

Mr.  Palmer:  Mr.  Ward. 

William  C.  Ward 

was  called  as  a  witness  for  and  on  behalf  of  the  City  of 
Kalamazoo,  and  having  been  first  duly  sworn,  was  exam¬ 
ined  and  testified  as  follows: 

Direct  Examination 

Bv  Mr.  Palmer: 

Q.  State  your  full  name,  please.  A.  William  C. 
Ward. 

204  Q.  Where  do  you  live,  Mr.  W^ard?  A.  Kalamazoo, 
Michigan. 

Q.  What  is  your  occupation?  A.  Traffic  man¬ 
ager  of  Ingersoll  Products,  Division,  Borg-Warner  Cor¬ 
poration? 

Q.  Ingersoll  Products  is  a  division  of  Borg-Warner  Cor¬ 
poration?  A.  That’s  right. 

Q.  How  long  have  you  been  the  traffic  manager,  Mr. 
'Ward?  A.  Since  1933. 
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Q.  With  that  company?  A.  With  that  company  since 
1937. 

Q.  How  long  in  Kalamazoo,  Mr.  Ward?  A.  I  have  been 
in  Kalamazoo  since  1924. 

Q.  Mr.  Ward,  yon  have  prepared  a  letter  for  the  CAB 
setting  forth  your  evidence  in  this  matter,  and  was  that 
letter  prepared  by  your  personally?  A.  It  was. 

Q.  Your  figures  represent  in  your  letter  were  prepared 
under  your  supevision?  A.  Right. 

Q.  If  you  were  asked  to  testify  would  you  testify  sub¬ 
stantially  in  accordance  with  your  letter?  A.  I  would. 

Q.  Would  there  be  any  changes  or  corections  in 
205  your  letter,  Mr.  Ward?  A.  I  would  like  to  show 
some  additions  to  the  record. 

Q.  All  right.  A.  Since  the  writing  of  this  letter,  Borg- 
Warner  has  taken  over  a  nw  plant,  formerly  the  Mara¬ 
thon  Corporation,  Marathan  Foundary  Corporation  at  War¬ 
saw,  Wisconsin.  We  offirially  took  possession  of  that 
plant  the  morning  of  April  5. 

Mr.  Shutse,  assistant  secretary-treasurer  of  Borg-War- 
ner  advised  me  that  this  would  increase  air  travel  be¬ 
tween  Kalamazoo  and  Warsaw  between  18  and  30  pas¬ 
sengers  per  month.  They  would  be  continually  moving 
back  and  forth  between  the  two  plants.  Warsaw  will  be 
under  the  supervision  of  the  Kalamazoo  plant  and  the  new 
name  will  be  known  as  the  Warsaw  Manufacturing  Com¬ 
pany,  making  .tank  turrets,  for  Navy  and  Marine  Corps 
Amphibian  or  amphibious  vehicles.  I  would  like  the  record 
to  show  that. 

On  March  20,  we  completed  a  movement  of  the  sales 
force  of  Norge  Heat  Division  of  Borg-Warner,  locating 
them  with  the  offices  of  Ingersoll  Products,  in  Kalamazoo. 
Norge  Heat  is  a  sales  outlet  for  furnaces,  hot  water  heat¬ 
ers,  air  conditioning  equipment,  presently  they  have  34 
district  or  regional  salesmen  and  over  1200  dealers  located 
in  37  states  of  the  Union.  This  movement  of  the  Norge 
Sales  Department  to  Kalamazoo  will  increase  air  travel 
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potentially,  I  would  say,  a  thousand  to  1200  pas- 

206  sengers  per  year,  because  of  the  schools  of  instruc¬ 
tion  that  are  held  there  and  quarterly  meetings  of 

regional  sales  and  distributors  people. 

Q.  May  I  interrupt  a  moment?  A.  Yes. 

Q.  This  figure  or  these  figures  that  you  have  given 
us,  one,  IS  to  30  passengers  per  month  for  Warsaw  and 
your  1200  passengers — 1,000  to  1,200  passengers  per  year 
for  Norge  are  not  included  in  the  Kalamazoo  Exhibit,  is 
that  right?  A.  That’s  right.  They  are  not  included. 

Q.  This  is  in  addition?  A.  This  is. 

Q.  Although  your  personnel  exhibit  would  be  included 
in  Kalamazoo  but  not  with  these  figures  that  you  mention 
now?  A.  The  exhibit  for  Ingersoll  Products  proper  is 

included  in  the  exhibit,  but  these - 

Q.  These  are  in  addition  to  it?  A.  These  are  in  addition. 
Q.  Thank  you,  sir.  Go  ahead.  A.  Number  3,  the  third 
correction  I  would  like  to  add,  during  the  year  1953,  be¬ 
cause  of  the  nature  of  our  business,  being  a  leading  yard 
in  the  manufacture  of  amphibious  landing  craft  for  the 
United  States  Navy  and  Marine  Corps  and  working  on 
a  JATO  contract,  we  have  vendors  in  35  or  more  of  the 
48  states  and  assisted  their  representatives  in  securing  509 
additional  reservations  during  the  vear  1953. 

207  That  509  reservations  is  not  shown  in  our  ex¬ 
hibit  because  they  were  not  paid  for  out  of  Ingersoll 

or  Borg-Warner  funds. 

The  next  point  I  would  like  to  get  into  the  record,  we 
have  this  Navy,  Marine  Corps  contract  there.  We  have 
been  designated  as  a  continuing  yard,  which  means  that 
we  will  continue  to  build  and  experiment  with  and  design 
new  types  of  amphibious  landing  craft,  likewise  will  vrork  on 
experiment  with  the  guided  missiles  through  the  use  of  th^ 
jet  assisted  take-offs  that  we  are  now  building. 

This  fact  alone  necessitates  a  tremendous  amount  of 
Government  personnel,  in  the  person  of  Navy,  Marine 
Corps,  and  Civilian  personnel  between  Washington,  D.  C., 
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and  Kalamazoo,  and  to  the  West  Coast  and  other  proving 
grounds  under  the  jurisdiction  of  the  Navy  and  Marine 
Corps,  where  this  experimentation  is  being  carried  on, 
and,  finally,  I  would  like  for  the  record  to  show  that  the 
traffic  produced  by  American  Airlines  at  Battle  Creek  is 
not  all  Batte  Creek  traffic.  I  would  like  the  record  to 
show  that  50  to  GO  percent  of  that  traffic  is  generated 
and  originated  at  Kalamazoo,  Michigan. 

I  believe  that  completes  my  addition. 

Q.  Mr.  Ward,  as  far  as  the  Ingersoll  Products  Division 
is  concerned,  which  airport,  Battle  Creek  or  Kalamazoo, 
would  be  most  advantageous  to  your  concern?  A.  The 
Kalamazoo  Airport. 

208  Q.  For  what  reasons,  Mr.  Ward?  A.  Because  of 
our  location,  nearly  adjacent  to  the  airport — I  would 
say  a  mile  and  a  quarter  to  a  mile  and  a  half  from  the 
airport  itself — the  highway  or  street  to  the  airport  for 
the  most  part  four  lane  traffic  and  is  capable  of  handling 
a  heavy  flow  and  congestion  is  seldom  any  problem  on  the 
street  from  our  factory  to  the  airport. 

Mr.  Palmer:  That  is  all.  Thank  you. 

Examiner  Henderson:  Mr.  Allen? 

Mr.  Allen:  No  questions. 

Examiner  Henderson:  Mr.  Grisard? 

Cross  Examination 
By  Mr.  Grisard: 

Q.  Mr.  Ward,  of  these  509  persons  for  whom  you  helped 
obtain  reservations  in  1953,  they  were  all  air  travelers,  is 
that  correct?  A.  No,  not  necessarily.  We  made  reserva¬ 
tions,  a  good  many  of  them,  air  was  requested  but  we 
could  not  get  connections  without  hauling  them  into  Willow 
Run,  Grand  Rapids,  South  Bend  or  some  place,  where 
two  or  three  hours  of  time  would  be  consumed  so  they 
elected  because  of  that  fact  to  take  the  train  from  Kala¬ 
mazoo.  Then  we  would  make  the  reservations  by  rail. 
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Q.  Were  these  all  East- West  passengers  or  were 

209  some  south?  A.  The  majority  East-West,  some  to 
Birmingham,  Alabama,  and  Atlanta,  Georgia. 

Q.  Do  you  have  a  breakdown  of  their  origins  or  desti¬ 
nations?  A.  Not  of  the  509  reservations  I  gave  you  there, 
no. 

Q.  Do  you  know  how  your  present  Kalainazoo-Washing- 
ton  traffic  generated  because  of  vour  Navy  activities — 
do  you  know  how  that  air  travel  moves  now?  A.  Explain 
what  you  mean  by  how  it  moves? 

Q.  I  mean  via  what  routings  in  order  to  get  to  Kala¬ 
mazoo  from  Washington?  A.  Do  you  have  a  copy  of  my 
letter?  Tt  is  covered  right  in  there.  It  is  an  average  of 
about  7500  dollars  a  year  to  maintain  it  the  way  we  are 
having  to  do  it  now.  I  think  I  show  where  we  have  an 
approximate  2,000  man  hours  of  executive  time  lost,  get¬ 
ting  from  Kalamazoo  to  Willow  Run,  to  Grand  Rapids,  or 
Chicago,  to  board  trunkline  flights. 

Q.  I  see.  Then  they  come  to  all  of  those  points  for  con¬ 
nections  to  Kalamazoo,  is  that  correct?  A.  That’s  right. 

Mr.  Grisard:  That  is  all,  Mr.  Examiner. 

Examiner  Henderson:  Mr.  Batchelor? 

Mr.  Batchelor:  No  questions. 

Examiner  Henderson:  Mr.  Prather? 

Mr.  Wheeler? 

210  By  Mr.  Wheeler: 

Q.  Mr.  Ward,  would  a  one  carrier,  one  plane  service  to 
Warsaw,  Wisconsin,  be  of  benefit  to  you  people?  A.  You 
mean  direct  from  Kalamazoo? 

Q.  Right.  From  Kalamazoo  through  Chicago,  Milwau¬ 
kee,  right  up  to  Warsaw.  A.  It  would  be  of  benefit  to  us. 
Any  stop  from  Kalamazoo  to  anywhere  would  be  better 
than  what  we  have  got  now. 

Q.  How  would  you  go  now?  A.  From  Kalamazoo  to 
Grand  Rapids,  a  distance  of  50  miles. 

Q.  You  would  go  to  Grand  Rapids  either  by  car -  A. 

No,  our  practice  is  to  send  our  traveling  personnel  via 
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our  own  station  wagon  to  the  boarding  stations  and  then 
have  him  return.  Then  he  goes  back  and  picks  them  up  on 
their  return. 

Q.  That  is  some  50  odd  miles?  A.  50  miles  is  right. 

Q.  Do  you  have  any  other  branches  or  installations  or 
need  to  travel  into  other  cities  in  Wisconsin?  A.  Milwaukee, 
LaCross. 

Q.  And  if  an  airline  would  provide  Kalamazoo  with  one 
carrier,  one  plane  service  to  each  of  these  towns  that 

211  would  be  beneficial  to  your  company?  A.  It  would 
be  beneficial,  ves. 

Q.  In  your  direct  testimony,  I  believe,  Mr.  Ward,  you 
were  talking  about  the  number  of  passengers  that  you 
thought  Kalamazoo  would  generate  in  an  East-West  di¬ 
rection  if  given  direct  service.  North  Central  Airlines 
estimates  8700  passengers  per  year,  or  about  750  per 
month  east-west  out  of  Kalamazoo  to  Detroit  and  beyond 
into  Chicago  and  beyond. 

Does  that  estimate  appear  reasonable  to  you?  A.  I 
think  the  estimate  is  low. 

Q.  Do  you  feel  that  Kalamazoo  will  generate  how  many 
more  passengers,  roughly?  A.  I  would  say  that  the  trad¬ 
ing  area  of  Kalamazoo  would  generate  25  percent  more 
passengers  than  that. 

Q.  Do  you  feel  that  for  this  volume  of  traffic  that  two 
round  trips  would  be  adequate?  A.  I  would  like  to  say  that 
two  round  trips  would  be  adequate  until  the  potential  builds 
up  to  where  additional  service  is  required.  Then  we  would 
want  addtional  flights.  And  I  would  like  to  say  that  that 
is  additional  flights  landing  at  the  Kalamazoo  Municipal 
Airport. 

Q.  I  understand. 

You  are  familiar  that  North  Central  proposes  three 
round  trips  to  Kalamazoo  in  this  proceeding?  A.  Right. 

Q.  And  all  of  them  which  are  to  serve  Kalama- 

212  zoo  through  the  Kalamazoo  Airport?  A.  That’s 
right. 
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Q.  That  would  appear  to  you  to  be  adequate  service?  A. 
Again,  I  would  say  adequate  until  the  potential  increases 
to  where  additional  is  required. 

Mr.  Wheeler:  That  is  all,  Mr.  Examiner. 

Examiner  Henderson:  Mr.  Batchelor,  have  you  thought 
up  any  questions? 

Mr.  Batchelor:  No.  I  don’t  think  I  want  to  bother  this 
witness. 

He  is  a  good  witness. 

Examiner  Henderson:  Mr.  Prather? 

By  Mr.  Prather: 

Q.  Mr.  Ward,  do  you  have  occasion  to  make  reservations 
for  travel  on  American  Airlines  flights?  A.  I  have  been 
doing  that  since  1944  or  45. 

Q.  Have  you  found  it  difficult  to  obtain  space  on  Ameri¬ 
can’s  Battle  Creek  flights?  A.  I  have  never  called  Ameri¬ 
can  and  been  refused  a  flight  accommodation  yet,  East  or 
West,  which  would  indicate  to  me  that  maybe  they  are  not 
so  heavily  loaded. 

Mr.  Prather:  No  further  questions. 

Examiner  Henderson:  Mr.  Shoemaker? 

By  Mr.  Shoemaker: 

Q.  To  which  city,  Mr.  Ward,  does  the  Borg- 
213  Warner  Corporation  have  its  principal  need  for 
service?  A.  I  would  say  Washington,  D  .C.  is  Num¬ 
ber  One,  Chicago  and  Detroit - 

Q.  Are  they  two  and  three?  A.  I  would  put  them  in 
that  order,  yes.  Our  office  is  210  South  Michigan,  in 
Chicago,  and  the  traffic  would  be  heavy  there.  To  the 
West  Coast  to  the  proving  grounds,  Quantico,  Virginia - 

Q.  What  city  would  be  No.  4  in  your  estimation?  A. 
Right  now  No.  4  would  rate  Riverside  and  San  Jose, 
California,  Camp  Pendleton. 

Q.  Where  is  your,  or  where  are  your  offices  in  Kala¬ 
mazoo  or  factories?  A.  760  East  Vine  Street - 

Q.  — With  relation  to  the  airport  at  Kalamazoo?  A. 
We  are  on  the  south  side  of  Kalamazoo,  approximately  one 


mile  from  the  City  limits  and  the  airport  is  a  mile  and  a 
half — a  mile  and  a  quarter  to  a  mile  and  a  half  from our 
plant. 

Q.  Do  you  know  how  many  miles  it  is  from  your  offices 
to  the  airport  in  Battle  Creek?  A.  Twenty-two  miles. 

Q.  Then  it  is  a  mile  and  a  half  versus  22?  A.  Right. 

Q.  Do  you  have  any  idea  what  percent  of  your 

214  air  travel  expense  is  expended  on  travel  between 
Kalamazoo  and  your  Proving  Grounds  on  the  West 

Coast?  A.  I  would  say  at  the  present  time  it  would  run  in 
excess  of  10  percent. 

Q.  In  excess  of  ten  percent?  A.  Yes. 

Q.  What  percent — the  same  question  applied  to  Wash¬ 
ington,  D.  C.?  A.  What  you  are  getting  at  is  number  of 
flights  now?  j 

Q.  No.  I  am  getting  at  the  amount  of  money  that  you 
spend — what  percent  of  the  total  amount  of  money  do  you 
spend,  or  that  you  spend  for  air  transportation  is  expended 
for  your  travel  between  Kalamazoo  and  your  proving 
grounds  on  the  West  Coast?  A.  Again,  my  answer  will 
stand — in  excess  of  ten  percent. 

Q.  What  would  you  say  to  the  same  question  except  for 
Washington,  D.  C.?  A.  I  believe  that  the  traffic  to  Wash¬ 
ington,  D.  C.,  in  number  of  flights,  would  be  around  30  per¬ 
cent. 

Q.  You  have  no  idea  what  the  amount  of  money  com¬ 
pared  to  the  total  amount  of  money — what  percent  of  the 
amount  of  money  would  you  spend?  A.  No.  I  don’t  be¬ 
cause  I  did  not  make  the  survey  from  the  standpoint 

215  of  moneys  paid  to  the  airlines  for  travel.  I  made  it 
from  the  standpoint  of  number  of  flights. 

Q.  Do  you  have  need  for  travel  to  New  York?  A.  Yes. 

Q.  Where  would  New  York  rank,  in  numerical  need  for 
air  service?  A.  I  would  put  New  York  in  about  fifth  or 
sixth  this  position  of  importance. 

Q.  Behind  Detroit?  A.  Yes. 

Q.  And  Chicago?  A.  Yes. 

Q.  When  you  send  personnel  to  Washington,  D.  C.,  do 
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you  expect  them  back  that  day,  the  same  day  that  they 
leave?  A.  More  of  our  people  are  landing  in  the  early 
morning  flights  and  returning  in  the  late  afternoon  flights 
than  ever.  We  are  trying  to  work  that  plan  continually 
but  it  is  robbing  the  boys  of  a  lot  of  their  sleep  because 
of  the  lateness  and  having  to  land  110  miles  from  home 
and  then  take  a  taxicab  or  station  wagon  from  the  air¬ 
port  home. 

Q.  You  mean  returning  from  Washington,  D.  C.,  they 
have  to  land  110  miles  from  home,  that  is,  Chicago?  A. 
They  land  at  Willow  Run,  Detroit.  That  is  110  miles  from 
Kalamazoo.  The  popular  flight  is  Capital  Executive,  land¬ 
ing  at  Willow  Run  at  S:05  p.m.  and  it  is  two  and  a  half 
to  three-hour  ride  from  there  into  Kalamazoo  in  a 

216  station  wagon  or  car. 

Q.  You  expect  those  men  in  the  office  the  next 
morning?  A.  We  expect  them  to  be  back  in  the  office  the 
next  morning.  If  we  want  to  take  a  little  longer  hop  around 
over  the  state  we  can  go  up  to  Grand  Rapids  and  have 
a  50-mile  ride  home  but  that  keeps  them  on  the  plane  an¬ 
other  hour  and  a  half.  You  don’t  gain  anything  there. 

Q.  Do  any  of  the  applicants  in  this  proceeding  propose 
schedules  that  would  meet  this  S:00  o’clock  flight?  A. 
They  are  proposing,  as  I  recall  it,  two  early  morning  flights, 
or  two  flights  each  day  daily,  each  way,  two  in  the  A.M.  and 
two  in  the  afternoon.  Certainly  those  could  be  dove-tailed 
in  so  that  they  would  keep  up  with  those  schedules  and  give 
us  fairly  direct  connections. 

Q.  Have  you  heard  the  previous  testimony  to  the  effect 
that  ideal  schedules  are  sometimes  before  one  o’clock  in  the 
morning  and  sometime  around,  between  five  and  seven  in 
the  afternoon?  A.  Yes. 

Q.  If  those  schedules  were  designed  for  the  average  as 
being  ideal  for  the  average  traveler,  they  wmuld  leave  a 
little  earlier  than  you  could  use  it,  woudn’t  they,  and  it 
wouldn’t  benefit  you  to  any  great  extent?  A.  Perhaps 
we  could  rearrange  our  schedules  too.  Perhaps  the 

217  people  that  have  business  to  transact  here  in  Wash- 


79 


ington  could  make  arrangements  with  their  contacts  here 
to  change  their  schedules  so  that  our  work  could  be  dove¬ 
tailed  to  meet  the  schedules  of  the  airlines. 

Q.  Are  they  dealing  with  the  government  here?  A. 
Yes,  Navy  and  Marine  Corps. 

Q.  You  expect  to  meet  schedules?  ! 

What  time  does  the  capital  flight  leave  Washington?  Do 
you  know?  A.  It  leaves  Washington  at  6:00  p.m. 

Q.  You  think  that  a  flight  leaving  at  4:00  or  5:00  o’clock 
would  be  just  as  convenient  for  you  as  leaving  Washing¬ 
ton?  A.  I  think  it  would  because  I  think  our  people  could 
adjust  their  schedules  to  meet  it.  We  would  be  willing 
to  try. 

Q.  However,  you  would  not  need  the  ideal — such  an 
ideal  service  for  travel  to  the  West  Coast,  w~ould  you?  A. 
No.  What  we  would  need  for  travel  to  the  West  Coast 
uTould  be  a  quick  opportunity  to  get  out  of  Kalamazoo 
by  plane  to  make  the  major  airport  in  Chicago. 

Q.  Do  you  presently  have  pretty  good  connections  at 
Chicago?  A.  We  have  good  connections  at  Chicago.  The 
problem  is  getting  there  from  Kalamazoo.  There  is  train, 
bus,  or  car.  That  is  all. 

218  What  driving  time  do  you  experience  between 
Chicago  and  Kalamazoo?  A.  From  Chicago  to  the 
airport — from  Kalamazoo  to  the  Chicago  airport  is  four 
and  a  quarter  to  four  and  a  half  hours  and  that  is  rugged 
driving. 

Q.  The  trffic  is  extremely  difficult  on  that  drive?  A. 
It  is  a  very  heay  route,  yes. 

Mr.  Shoemaker :  That  is  all.  Thank  you. 

Examiner  Henderson:  Any  redirect,  Mr.  Palmer? 

Mr.  Palmer:  That  is  all. 

Mr.  Wheeler:  I  have  one  question. 

By  Mr.  Wheeler: 

Q.  Is  it  practical  to  go  by  air  from  Kalamazoo  to  South 
Bend  and  transfer  to  a  plane  into  Chicago?  A.  It  w’ould 
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be  practical  for  us  if  we  have  it.  We  would  be  happy  to 
have  it. 

Q.  I  believe  you  have  it  don’t  you  now  on  Lake  Central 
down  to  South  Bend  and  then  transfer  to  some  other  car¬ 
rier? 

Have  you  ever  tried  to  make  that?  A.  We  have  never 
used  it.  I  believe  the  reason  was  the  time  consumed  in 
that  would  be  longer  than  it  would  to  drive  to  Chicago  be¬ 
cause  you  have  a  long  wait  there  at  South  Bend. 

Mr.  Wheeler:  Thank  you  very  much. 

Examiner  Henderson:  Thank  you,  sir.  You  are  ex¬ 
cused. 

(Witness  excused.) 

219  Mr.  Palmer:  May  No.  6  be  received  sir? 

Examiner  Henderson:  Any  objection? 

(No  response) 

Examiner  Henderson :  There  being  no  objection,  the  docu¬ 
ment  which  has  been  marked  for  identification  as  Kalama¬ 
zoo’s  Exhibit  No.  6  is  receved  in  evidence. 

(The  document  referred  to  as  Intervenor’s  Exhibit  Kala¬ 
mazoo  No.  6,  was  received  in  evidence.) 

Mr.  Palmer:  We  have  no  further  witnesses. 

Examiner  Henderson:  That  has  completed  your  case, 
sir? 

Examiner  Henderson:  You  rest? 

Mr.  Palmer:  We  rest. 
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John  W.  Walther 

Direct  Examination 
By  Mr.  Lacey: 

Q.  Please  tell  the  Examiner  and  the  reporter  your  name. 
A.  John  W.  Walther. 
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Q.  Where  do  you  live,  Mr.  Walther?  A.  Kokomo,  In¬ 
diana. 

Q.  What  is  your  business  or  profession?  A.  I  am  a 
factory  manager  of  “BW”  Manufacturers,  Kokomo. 

Q.  You  are  a  member  of  the  Aviation  Commission,  or 
Board  of  Aviation  Commissioners  of  the  City  of  Kokomo? 
A.  Yes. 

Q.  And  also  the  Aviation  Committee  of  the  Chamber  of 
Commerce,  is  that  correct?  A.  Yes. 

Q.  As  a  member  of  these  two  committees,  have  you 
had  occasion  to  assist  in  the  preparation  of  a  survey  of 
businesses  and  industries  with  respect  to  the  need  for 

221  air  service  from  Kokomo  to  Detroit?  A.  I  have. 

Q.  And  was  this  compilation  or  this  survey  pre¬ 
pared  under  your  direction  and  you  are  familiar  with  it? 
A.  I  am. 

**#*«•***« 

222  Q.  Mr.  Walther,  what  type  of  service  do  you  think 
would  best  serve  Kokomo?  A.  Kokomo  has  a  very 

223  definite  community  of  interest  with  the  City  of  De¬ 
troit  and  I  believe  that  two  trips  daily  each  way 

to  Detroit  is  a  necessity.  In  other  words,  I  believe  that 
we  need  a  flight  in  the  morning  to  Detroit  and  one  return¬ 
ing  from  Detroit  in  the  afternoon  and  likewise,  coming 
from  Detroit  in  the  morning  and  returning  that  after¬ 
noon. 

Q.  Is  there  at  present  air  service  to  Detroit  from  Ko¬ 
komo  and  back?  A.  There  is  no  practical  air  service  to 
Detroit.  As  I  recall,  about  a  three-hour  connection;  is 
required  at  South  Bend  with  existing  air  service,  and  the 
only  other  service  available  is  to  go  to  Indianapolis.  In¬ 
dianapolis  being  approximately  55  miles  from  Kokomo. 

#  •  #  •  *  *  *  *  «  • 

By  Mr.  Wheeler: 

Cross  Examination 

•  •  •  •  *  •  *  *  *  • 

228  Q.  How  many  trips  per  day  would  you  need  as 
a  minimum  service?  To  Detroit?  A.  I  think  that 
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under  the  existing  conditions  that  we  would  need  two 
flights  each  way  per  day. 

Mr.  Shoemaker:  No  further  questions. 

Examiner  Henderson:  Do  you  have  any  redirect,  Mr. 
Lacey? 

Mr.  Lacey:  I  might  ask  Mr.  Walther  if  the  Lake  Central 
service  which  Kokomo  has  now  with  the  exception  of  the 
fact  that  there  is  no  service  to  Detroit  has  been  satis¬ 
factory? 

The  Witness:  Yes,  it  has. 

Mr.  Lacey:  You  have  no  objection  to  riding  on  the 
DC-3? 

The  Witness:  No.  We  are  very  happy  with  the  service 
that  we  now  have.  We  would  like  to  augment  that  service, 
however,  with  this  Detroit  segment,  due  to  the  amount  of 
business  that  is  transacted  in  that  area. 

Albert  R.  Miller 

was  called  as  a  witness  for  and  on  behalf  of  the  City  of 
Kokomo,  and  having  been  first  duly  sworn,  was  examined 
and  testified  as  follows: 

229  Direct  Examination 

By  Mr.  Lacey: 

Q.  Mr.  Miller,  please  tell  the  Examiner  and  the  reporter 
your  name?  A.  Albert  R.  Miller. 

Q.  Where  do  you  live,  Mr.  Miller?  A.  Kokomo,  Indiana. 
Q.  What  is  your  business?  A.  Motor  transportation. 
Q.  You  are  a  member  of  the  Board  of  Aviation  Commis¬ 
sioners  of  the  City  of  Kokomo?  A.  Yes,  sir. 

Q.  As  a  matter  of  fact,  you  are  president  of  that  Board? 
Is  that  right?  A.  Yes,  sir. 

Q.  You  are  also  a  member  of  the  Chamber  of  Commerce 
and  the  Aviation  Committee  of  the  Chamber  of  Com¬ 
merce?  A.  Yes,  sir. 

•  ••••••••• 

230  Q.  Mr.  Miller,  in  addition  to  the  communities  of 
Kokomo,  Logansport  and  Peru,  are  there  any  other 
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communities  near  Kokomo  which  would  have  a  community 
of  interest  with  Detroit?  A.  Merritt,  Indiana,  has  quite 
a  little  interst  in  Detroit. 

Marion,  not  Merritt. 

Q.  Approximately  how  far  from  Marion  is  Kokomo? 
A.  Approximately  30  miles,  the  airport,  approximately 
25  miles. 

Q.  If  you  know,  you  may  tell  the  Examiner  some  of 
the  industries  that  are  located  in  Marion.  A.  Dana  Cor¬ 
poration,  Dana,  Delta  Electric,  Anaconda,  RCA  and  nu¬ 
merous  smaller  plants. 

Q.  What  is  the  present  situation  with  regard  to  trans¬ 
portation  to  Detroit,  that  is  to  say,  tell  the  Examiner  how 
people  from  Kokomo,  Logansport,  Peru  and  Marion,  get 
on  business.  A.  For  air  service,  they  must  either  go  to 
Indianapolis  to  get  any  frequency  of  flights - 

Q.  How  far  is  that  from  Kokomo?  A.  50  miles,  in  the 
opposite  direction  from  the  destination,  or  make  a 
231.  change  at  South  Bend,  which  is  about  3-hour  layover, 
or  take  the  Wabash  Railroad  out  of  Peru,  which  you 
must  either  drive  and  leave  the  car  parked  in  Peru  for 
the  few  days,  or  have  a  man  to  drive  you  over  and  also 
com  and  pick  you  up  when  you  arrive  back  in  Peru. 

#  *  *  *  #  *  *  *  •  • 

232  Q.  Now,  Mr.  Miller,  there  is  a  United  States  Air 
Force  station  located  not  too  far  from  Kokomo, 
is  there  not?  A.  Yes,  sir. 

Q.  Where,  for  the  benefit  of  the  Examiner,  is  that  lo¬ 
cated?  A.  Well,  it  is  approximately  8  miles  from  our 
airport. 

Q.  In  to  what  direction?  A.  North  and  West,  and  at  the 
present  time,  the  Government  plans  could  not  use  that  base 
and  Colonel  Lane,  in  charge,  has  told  me  there  would  be 
considerable  use  of  our  base  for  incoming  personnel  and 
visitors,  et  cetera,  in  the  next  few  years. 

Q.  Is  it  felt  by  some  of  the  members  by  the  members  of 
the  committee  that  prepared  this  report  that  some  of  the 


traffic  which  would  be  coming  into  the  Kokomo  Airport  as 
a  result  of  this  air  base  would  be  coming,  say,  from  Wash¬ 
ington  to  Kokomo  visiting  the  air  base  and  then  going 
on  to  Detroit  and  then  back  to  Washington?  A.  That  is 
correct,  and  also  the  other  way,  from  Detroit  down. 

•  *•*•••#** 

240  Examiner  Henderson:  Are  there  any  objections 
to  the  receipt  in  evidence  of  Kokomo’s  Exhibit  No.  1? 

(No  response) 

Examiner  Henderson:  There  being  none,  it  is  received 
in  evidence. 

•  ••••••••• 

241  Lloyd  W.  Hartman 

Direct  Examination 

242  By  Mr.  Grisard: 

•  ••#•*•••• 

Q.  Mr.  Hartman:  Will  you  state  for  the  record  your  po¬ 
sition  with  Lake  Central  Airlines?  A.  I  am  vice- 

243  president,  treasurer,  executive  assistant  to  the  presi¬ 
dent. 

Q.  Are  your  qualifications  and  experience  shown  on 
Exhibit  LCA-3,  page  3?  A.  Yes,  sir,  they  are. 

Q.  Are  the  exhibits  which  I  have  previously  requested 
been  marked  for  identification  been  prepared  under  your 
supervision  and  direction?  A.  Yes,  they  have. 

Q.  Are  they  true  and  correct  to  the  best  of  your  knowl¬ 
edge  and  belief?  A.  Yes,  they  are. 

Mr.  Grisard:  I  think  we  might  make  several  corrections. 
In  connection  with  the  index  of  the  exhibits  distributed 
with  the  original  volume,  do  you  have  any  addition  thereto 
with  reference  to  Exhibit  LCA-24-A? 

The  Witness :  Yes.  Inserted  between  LCA24  and  LCA25 
should  be  LCA-24-A,  entitled  “Detail  for  origination  and 
destination  passenger  forecast.” 
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By  Mr.  Grisard: 

Q  .  That  is  two  pages?  Is  that  correct?  A.  That  is 
correct. 

Q.  Also  do  you  have  an  addition  to  make  in  the  index 
form  LCA  31,  *32  and  33?  A.  Yes.  I  have. 

Q.  Will  you  make  those,  please? 

244  Examiner  Henderson :  24-A,  — including  24- A.  He 
has  got  a  24-  and  24-A. 

LCA  1  through  4,  10  through  13,  20  through  24,  includ¬ 
ing  24-A,  and  25  through  33  will  be  marked  for  identifica¬ 
tion. 

(The  documents  above  referred  to  were  marked  Tor 
identification.  Applicant’s  Ex.  Nos.  Lake  Central  Airlines 
1-4,  10-13,  20-24,  24-A,  and  25-33  incl.) 

By  Mr.  Grisard: 

Q.  Mr.  Hartman,  would  you  turn  to  Exhibit  24,  which 
is  on  page  20  of  the  Exhibit  volume  and  do  you  have  a 
correction  to  make  therein  the  bottom  of  the  page?  A. 
Yes,  I  have. 

Q.  Would  you  make  that  please,  sir?  A.  Where  the 
exhibit  reads  at  the  bottom  of  the  page  “Additional  Lake 
Central  passenger  miles  resulting  from  Jackson  passengers 
using  Indianapolis,”  Jackson  should  be  crossed  out  and 
Battle  Creek  inserted. 

Q.  On  page  LCA-25  Page  21,  on  Exhibit  LCA-25,  page 
21  of  the  exhibit  volume  do  you  have  a  similar  correction? 
A.  Yes.  The  same  corection  should  be  made  in  the  phrase 
reading  “Additional  passenger  miles  resulting  from  Jack- 
son  passenger  using  Indianapolis”  Jackson  should  be 
stricken  and  Battle  Creek  inserted. 

Q.  With  those  corrections,  are  the  exhibits  which  you 
sponsor  true  and  correct  to  the  best  of  your  knowl- 
246  edge  and  belief?  A.  Ys.  They  are. 

Mr.  Grisard:  Mr.  Examiner,  my  attention  has 
been  called  to  one  other  error: 
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Exhibit  LCA  11,  page  13,  Mr.  Hartman,  the  phraseology 
“net  profit  on  loss”  near  the  bottom  of  the  page,  is  there 
an  error? 

The  Witness :  Yes.  That  should  read  *  ‘  net  profit  or  loss.  ’  ’ 
Mr.  Grisard:  No  further  direct,  Mr.  Examiner. 
Examiner  Henderson:  Mr.  Allen,  I  believe  has  gone  back 
home. 

Mr.  Palmer,  do  you  have  any  cross  examination. 

Mr.  Palmer:  No  questions,  sir. 

Examiner  Henderson:  Mr.  Wheeler? 

Cross  Examination 

•  #**•*»**• 

258  By  Mr.  Wheeler: 

Q.  Mr.  Hartman,  would  you  turn  to  24-A,  please?  I 
notice  that  your  footnote  3  for  Kalamazoo  traffic,  you 
base  your  estimate  on  the  experience  of  Lake  Central’s 
North-South  traffic?  A.  That  is  correct. 

Q.  Is  that  the  people  Lake  Central  carried  out  of  Kala¬ 
mazoo  to  Kokomo  and  Indianapolis?  Is  that  what 

259  those  figures  are?  A.  Yes.  I  took  the  air  traffic  sur¬ 
veys  for  September,  1952  and  March,  1953  and  re¬ 
viewed  the  number  of  passengers  which  Lake  Central  car¬ 
ried  into  and  out  of  Kalamazoo  and  merely  projected  the 
East-West  traffic  on  the  same  basis  as  the  experience  was 
on  the  North-South  Traffic. 

Q.  Do  you  think  that  East- West  traffic  would  be  about 
the  same  as  the  North-South  traffic  or  do  you  think  it 
would  be  greater?  A.  I  feel  that  it  would  probably  be 
greater.  I  feel  that  our  forecast  is  very  conservative. 

Q.  Do  you  believe  it  would  be  substantially  greater,  about 
three  or  four  times  as  much  as  has  been  testified  earlier 
in  the  day?  A.  I  think  the  Kalamazoo  traffic  might  be. 
However,  I  believe,  as  was  also  testified  today,  a  substan¬ 
tial  part  of  that  East-West  traffic  is  now  moving  through 
Battle  Creek. 

Q.  That  would  probably  move  through  the  Kalamazoo 
Airport  if  the  service  was  permitted?  A.  That’s  right. 
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Q.  Then  you  think  it  would  be  three  or  four  times  as 
great  as  the  North-South  traffic?  A.  I  haven’t  studied  it 
that  far,  but  accepting  the  specific  witness’  testimony,  it 
would  be. 

•  •  •  •  *  •  *  *  *  • 

267  Q.  Do  you  know  the  limit  which  the  Merchant 
National  Bank  can  loan  to  an  individual  borrower? 

A.  No,  sir,  I  do  not. 

Q.  And  you  do  not  know  or  do  you  know  whether  they 
would  lend  you  additional  monies  for  purchase  of 

268  new  equipment?  A.  They  have  given  us  every  indi¬ 
cation  they  would. 

Q.  Do  you  know  whether  such  request  has  passed  the 
Finance  Committee  of  the  Bank  or  not?  A.  No.  I  don’t 
believe  we  have  gone  beyond  the  discussion  stage  with 
their  bank  committee  people — the  President  of  the  bank 
and  the  vice  president  in  charge  of  commercial  loans. 

Q.  You  don’t  know  whether  it  has  gone  through  the  loan 
committee  or  whether  it  has  gone  through  their  executive 
committee  or  any  other  committee?  A.  I  have  no  idea. 

Q.  If  the  Merchants  National  Bank  would  not  loan  you — 
that  is,  the  Merchants  National  Bank  and  Trust  Company 
would  not  loan  you  this  money  do  you  know  of  any  other 
bank  that  would?  A.  Yes.  I  believe  the  Fort  Wayne  Na- 
tional  Bank  would. 

Q.  Has  this  request  been  made  to  the  Fort  Wayne  Na¬ 
tional  Bank?  A.  Members  of  our  directors  in  fact,  the 
President  and  chairman  of  the  Board  has  had  preliminary 
discussions  with  the  Fort  Wayne  National  Bank. 

Q.  It  hasn’t  been  acted  on  or  hasn’t  been  presented  to 
their  loan  committee  or  to  their  other  committees,  has  it? 
A.  We  have  made  no  formal  request  of  them. 

Q.  You  don’t  know  whether  they  would  or  would  not? 
A.  We  have  been  given  every  indication  that  they  would. 

*  *  *  *  •  *  *  •  •!• 
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272  Q.  Mr.  Hartman,  I  would  like  for  you  to  tell  me 
the  station  personnel  you  propose  at  each  of  these 
stations.  A.  We  propose  to  have  one  additional  agent  at 
Chicago,  one  additional  agent  at  South  Bend,  one  additional 
agent  at  Kalamazoo,  one  station  manager  and  3  station 
agents  at  Battle  Creek,  one  station  manager  and  3  station 
agents  at  Jackson,  and  we  propose  to  operate  out  of  De¬ 
troit  on  a  joint  facility  basis. 

**•**••••• 

275  By  Mr.  Batchelor: 

•  *•*•#•**• 

Q.  You  propose  to  acquire  another  DC-3  to  carry  on 
this  operation?  Is  that  correct?  A.  That  is  correct. 

•  •#*••••*• 

291  By  Mr.  Palmer: 

Q.  Mr.  Hartman,  what  schedules  do  you  plan  for  Kala¬ 
mazoo?  A.  Do  you  want  both  North-South  service  and 
East-West? 

Q.  Just  East-West. 

Examiner  Henderson :  What  exhibit  are  you  referring  to? 
The  Witness :  Referring  to  our  Exhibit  LCA-22,  we  pro¬ 
pose  an  eastbound  flight  leaving  Kalamazoo  at  11:19  in  the 
morning,  a  westbound  fight  leaving  Kalamazoo  at  6:05  in 
the  evening,  a  westbound  flight  leaving  Kalamazoo  at  6 :35 
in  the  morning,  an  eastbound  flight  leaving  Kalamazoo  at 
9:05  in  the  evening. 

Q.  That  would  be  two  round  trips  per  day,  is  that  right? 
The  Witness:  That’s  right. 

By  Mr.  Palmer: 

Q.  Do  you  feel  yourself  this  is  adequate  to  cover  the 
service  in  Kalamazoo?  A.  I  think  it  is  adequate  intial 
service  in  order  to  more  accurately  adjudge  the  potential 
of  the  segment.  WThen  the  economics  of  the  situation  dic¬ 
tate  additional  service,  why  then  we  will  install  the 
service. 
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Q.  One  of  our  problems,  Mr.  Hartman  in  Kalamazoo  is 
getting  eastbound  traffic  in  the  morning.  We  have  no 
adequate  rail  service  between  the  hours,  I  think  the  testi¬ 
mony  was  9 :00  to  11 :00  to  Detroit  from  Kalamazoo.  Would 
it  be  possible  in  your  operations  to  schedule  an  east- 

292  bound  flight  from  Kalamazoo  which  would  arrive 
in  Detroit  somewhere  in  the  neighborhood  of  10:00 

o’clock  in  the  morning?  A.  Yes.  The  proposed  pattern 
could  be  reversed  as  has  been  in  the  case  of  North  Central 
and  Ozark.  Their  early  morning  originating  flight  starts 
at  Chcago  at  7 :30  and  in  our  proposd  schedule  we  started 
ourselves  at  Detroit  at  7 :30  but  if  the  predominant  needs 
of  the  cities  on  route  7  is  for  early  morning  eastbound  I 
am  sure  we  could  arrange  that. 

Q.  Air.  Hartman,  do  you  recall  how  many  station  person¬ 
nel  you  have  in  Kalamazoo  ?  A.  My  best  recollection  of  the 
present  staffing  is  four. 

Q.  At  Kalamazoo?  A.  At  Kalamazoo,  a  station  manager 
and  three.  I  think  perhaps  we  might  have  been  uj)  to  five 
when  we  operated  the  third  round  trip  north  and  south 
in  the  last  summer. 

Q.  You  mentioned  in  your  testimony  here  this  morn¬ 
ing  that  you  planned  on  adding  one  more  station  per¬ 
sonnel  at  Kalamazoo  and  four  at  Battle  Creek.  A.  That’s 
right. 

Q.  Would  that  make  those  two  stations  equal  or  would 
one  station  have  more  personnel  than  the  other?  A.  Kala¬ 
mazoo  would  have  more  personnel  than  Battle  Creek.  I 
believe  Kalamazoo  would  have  five  and  Battle  Creek  four. 

Q.  That  would  be  based  on  the  fact  that  you  have  too, 
both  north  and  south  and  east-west  traffic,  is  that 

293  correct?  A.  That  is  correct,  sir. 

Q.  Mr.  Hartman,  Mr.  Wheeler  yesterday  referred 
to  your  Exhibit  24.  In  that  exhibit,  you  estimate  Battle 
Creek  to  Chicago  traffic  would  produce  some  9,903  pas¬ 
sengers  and  Kalamazoo-Chieago  would  produce  some  2386 
passengers.  What  basis  did  you  use  for  differentiating 
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between  these  two  estimates?  A.  I  constructed  the  traffic 
forecast  for  Kalamazoo  on  the  basis  of  our  experience  dur¬ 
ing  the  survey  periods  on  our  north-south  route,  with  a 
frequency  of  two  round  trips  per  day,  and  in  the  case  of 
Battle  Creek,  we  constructed  our  forecasts  based  on  the 
same  traffic  periods,  but  the  data  of  American  Airlines 
traffic,  east-west.  I  don’t  think  that  this  exhibit  gives 
proper  weight  to  the  amount  of  traffic  that  would  ac¬ 
tually  move  through  Kalamazoo  as  opposed  to  actually 
through  Battle  Creek.  I  think  in  total,  the  figures  arrived 
at  between  Battle  Creek  and  Kalamazoo  are  probably  quite 
representative,  but  as  far  as  the  actual  break-down  as  to 
which  are  Kalamazoo  passengers  and  which  are  Battle 
Creek  passengers,  I  am  not  convinced  of  the  accuracy  of 
my  figures. 

I  think  that  comes  about  as  a  result  of  not  having  any 
way  of  measuring  for  forecasting  purposes  the  amount 
of  the  Battle  Creek  traffic  carried  during  the  survey  pe¬ 
riods  by  American  Airlines,  which  acutally  would  originate 
at  Kalamazoo  in  the  event  Kalamazoo  were  served  on  that 
east-west  route. 

Q.  Would  your  same  comments  apply  to  your  esti- 
294  mate  of  traffic  between  Detroit  and  Kalamazoo  and 
Detroit  and  Battle  Creek?  A.  Yes,  sir,  they  would. 

Q.  Actually  then  your  costs  which  you  projected  were 
based  upon  this  estimate,  is  that  correct?  A.  I  am  not  sure 
I  understand  the  question,  sir. 

Q.  You  have  estimated  certain  costs,  et  cetera,  in  your 
exhibit,  based  upon  your  projected  passenger  forecasts, 
so  there  might  be  an  adjustmnt  needed  because  of  addi¬ 
tional  traffic  east  and  west  out  of  Kalamazoo,  is  that  cor¬ 
rect?  A.  I  don’t  really  think  it  would  require  any  adjust¬ 
ment.  I  think  there  might  be  a  shifting  of  the  passengers 
which  I  have  indicated  as  boarding  out  of  Battle  Creek  to 
board  out  of  Kalamazoo,  but  I  think  our  station  staffing 
requirements  would  remain  about  the  same. 

Q.  The  only  testimony  before  this  examiner  yesterday 
was  to  the  effect  that  some  50  to  60  percent  of  the  Battle 
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Creek  traffic  originated  in  Kalamazoo  and  under  those 
circumstances  it  would  appear  that  your  estimates  are 
rather  low.  A.  Estimates  of  what  and  appear  to  whom? 

Q.  Of  your  Kalamazoo  traffic.  A.  Yes. 

I  agree  that  the  estimates  of  the  Kalamazoo  traffic  are 
low.  However,  I  think  we  are  getting  into  one  area  of 
confusion,  and  that  is  that  if  there  were,  for  instance 

295  a  shift  of  4,000 — well,  not  that  high — say,  you  say 
50  percent  of  4,000  passengers  between  Chicago  and 

Battle  Creek  to  Chicago  and  Kalamazoo,  I  don’t  feel  there 
would  be  any  additional  cost  or  any  additional  staffing 
necessity  at  Kalamazoo.  It,  of  course,  depends  largely  on 
the  timing  and  flights  coming  through  and  everything  else 
but  once  the  station  coverage  has  been  established  and 
the  number  of  personnel  necessary  to  efficiently  handle  a 
flight  through  a  station  lias  been  established,  the  addition 
of  more  flights  and  fluctuation  of  passengers  between,  in 
this  case,  2400  passengers  a  year  and,  say,  6400  passengers 
a  year,  would  not  be  great  enough,  I  don’t  feel,  to  require 
any  additional  stalling.  That  is  by  moving  the  50  per¬ 
cent  of  the  Battle  Creek-Chicago  traffic  over  to  Kalamazoo, 
and  having  6400  passengers  on  and  off,  an  average  of  3200 
passengers  on  and  3200  passengers  off,  and  that,  of  course, 
would  break  down  to  about  250  passengers  a  month,  or 
270  passengers  a  month  and  I  am  sure  they  could  be 
handled  with  the  staffing  we  propose. 

Q.  Your  estimates,  of  course,  do  not  take  into  consid¬ 
eration  the  fact  that  Kalamazoo  was  a  larger  city  than 
Battle  Creek,  the  fact  that  our  exhibit  shows  it  is  perhaps 
more  active  economically?  A.  I  think  our  estimates  other 
than  the  fact,  because  of  the  basis  that  we  used  for  our 
forecast  and  based  on  the  testimony  we  have  had 

296  from  civic  witnesses,  it  has  probably  shown  some 
Battle  Creek  traffic  which  is  really  Kalamazoo  traf¬ 
fic.  Other  than  that  I  feel  our  estimates  give  recognition 
to  the  size  and  the  economies  of  all  the  cities  involved. 

I  don’t  feel  that  there  is  much  comparability  between 
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saying  we  propose  one  additional  person  in  Kalamazoo  as 
opposed  to  four  in  Battle  Creek,  when  in  fact  you  are 
talking  about  a  total  of  five  in  Kalamazoo,  after  you  add 
one  additional  as  opposed  to  four  in  Battle  Creek  and,  of 
course,  on  the  economy  aspect,  buying  power,  et  cetera, 
we  would  be  serving  Kalamazoo  with  S  flights  a  day,  four 
on  the  north-south  segment,  four  on  the  east-west  segment. 
We  would  only  be  serving  Battle  Creek  with  four.  I 
would  think  that  gives  considerable  recognition  to  the 
economic  strength  of  Kalamazoo. 

Q.  Don’t  you  feel  that  by  basing  your  estimate  on  north- 
south  traffic  that  you  are  comparatively  low  regarding  the 
east-west  traffic  in  Kalamazoo?  A.  Yes.  I  think,  how¬ 
ever,  by  basing  our  east-west  traffic  out  of  Battle  Creek  on 
American’s  historical  information,  which  included,  as  you 
say, 'SO  to  60  percent  of  Kalamazoo’s  east-west  business  that 
you  have  an  offsetting  factor. 

Q.  I  want  to  clarify  one  point  there:  50  and  60  percent 
of  our  business  does  not  go  to  Battle  Creek.  Of  Battle 
Creek’s  business  we  produce  50  to  60  percent  of  it.  What 
we  are  trying  to  do  here  is  to  get  east-west  traffic 
297  and  we  feel  there  is  a  need  for  it  and  your  figures 
showing  our  need  are  very  low.  A.  Well,  I  agree 
that  they  are  low.  The  distribution  of  the  passengers 
between  Battle  Creek  and  Kalamazoo  is  substantially 
warped  by  this  factor  that  your  east-west  traffic  or  a  por¬ 
tion  of  your  potential  east-west  traffic  has  been  moving 
through  Battle  Creek.  I  don’t  feel  our  figures  as  included 
in  this  exhibit  or  any  of  our  other  exhibits,  based  on 
the  historical  survey  periods,  should  be  used  as  any  basis 
for  determination  that  there  is  no  need  for  east-west 
service,  as  a  matter  of  fact.  Of  course,  our  position  in  the 
hearing  is  that  there  is  a  need  for  separate  east-west  serv¬ 
ice  into  Kalamazoo. 

•  ••••••••• 
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Redirect  Examination 

•  *##**•#** 

299  At  this  time,  Mr.  Examiner,  I  would  like  to  offer 
for  the  record  the  exhibits  which  have  previously 

been  identified. 

Examiner  Henderson:  These  exhibits,  Lake  Central  Ex¬ 
hibits  marked  as  LCA-1  through  33  have  been  so  identi¬ 
fied.  Are  there  any  objections  to  any  of  these  exhibits? 

Mr.  Batchelor:  I  understand  the  basic  material  for  LCA- 
33  will  be  supplied? 

Examiner  Henderson:  That  was  agreed. 

Mr.  Batchelor:  With  that  understanding  I  will  not  ob¬ 
ject  to  that  exhibit. 

Examiner  Henderson:  This  bound  volume,  I  might  say, 
includes  LCA-24-A. 

Mr.  Palmer:  Mr.  Examiner,  I  would  like  to  just  mention 
on  the  record  that  we  have  no  objection  to  the  admission 
of  this  exhibit,  with  the  thought  that  the  estimates  pre¬ 
sented  by  Mr.  Hartma  here  with  reference  to  Kalamazoo 
east-west  traffic  will  probably  need  corrction.  Is  that  right, 
Mr.  Hartman? 

The  Witness:  I  would  say  it  a  little  differently.  The 
split  between  Battle  Creek  and  Kalamazoo  traffic  is  not 
necessarily  indicative  of  the  traffic  from  each  of  the  cities. 
In  fact,  we  are  quite  sure  that  some  adjustment  should  be 
made  transferring  a  substantial  portion,  probably  in  the 
neighborhood  of  50  or  60  percent  of  the  traffic 

300  shown  out  of  Battle  Creek,  to  be  shown  out  of  Kala¬ 
mazoo. 

Mr.  Palmer:  Increase  the  Kalamazoo  estimate? 

I 

The  Witness:  That  is  correct. 

Examiner  Henderson:  There  being  no  objection  Lake 
Central’s  exhibits  LCA  1  through  33  will  be  received, 
with  the  proviso  that  there  are  certain  omissions.  I  think 
according  to  the  index  here  LCA  exhibits  No.  5  to  9 — 
and  were  there  any  more  Mr.  Grisard? 
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Mr.  Grisard:  Yes,  and  14  through  19. 

Examiner  Henderson:  15  through  19  are  omitted. 

(The  documents  above  referred  to  as  Exhibits  LCA  No. 
1-5,  9-14, 19-33,  including  24-A  were  received  in  evidence.) 

********** 

James  G.  Ray,  Sr. 

was  called  as  a  witness  for  and  on  behalf  of  North  Central 
Airlines,  and  having  been  first  duly  sworn,  was  examined 
and  testified  as  follows: 

Direct  Examination 

By  Mr.  Wheeler: 

Q.  Mr.  Bay,  would  you  give  your  name  and  address  for 
the  record?  A.  James  G.  Ray,  Sr.,  2300  Connecticut  Ave¬ 
nue,  Washington,  D.  C. 

********** 

308  Q.  Mr.  Ray,  would  you  now  turn  to  NOR  22? 
Have  you  analyzed  American’s  service  to  Route 

7  cities  between  Chicago  and  Detroit?  A.  Yes.  NOR  22 
gives  the  actual  passengers  carried  for  each  quarter, 
beginning  in  1948  and  going  through  the  third  quarter  of 
1953.  That  is  the  total  number  of  passengers  carried 
from  each  of  the  Route  7  cities,  which  was  served  by 
American  during  the  quarter  shown.  The  same  information 
is  posed  on  page  2  of  NOR  22,  except  it  is  tabulated  there 
on  a  moving  year  basis,  and  the  two  additional  columns 
are  added  to  show  what  each  moving  year  did  in 

309  relation  to  the  moving  year  ending  the  last  previous 
quarter,  and  the  moving  year  ending  a  year  before 

that.  The  obvious  thing  from  the  exhibit  is  that  there 
has  not  been  a  great  deal  of  growth  to  the  traffic  from 
these  cities.  There  was  a  substantial  decrease  in  traffic 
during  49  and  the  early  part  of  1950.  Since  that  time  it 
has  grown  slightly,  but  at  a  slower  rate  than  the  normal 
traffic  growth  for  the  rest  of  the  country. 
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312  Q.  Mr.  Ray,  would  you  turn  to  NOR  57,  please?  A. 
Did  you  say  57  or  27  ? 

Q.  57  please.  Page  3 :  Do  you  think  that  there  is  a  strong 
community  of  interest  between  North  Central  cities  and 
Route  7  cities  west  of  the  Lake?  A.  The  several  pages  of 
NOR  57  show  the  amount  of  traffic  that  moves  across  the 
Lake.  There  are  three  cities,  Grand  Rapids,  Lansing  and 
Muskegon  that  have  direct  service  across  the  Lake.  Those 
cities  generated  16.55  percent  of  their  total  traffic  as  across 
the  Lake  traffic. 

The  route  7  cities  are  located  in  the  same  general  area 
as  Grand  Rapids,  Lansing,  and  Muskegon,  and  they  have 
generated  a  considerable  lesser  amount,  which  would  in¬ 
dicate  that  if  a  useable  service  is  provided,  one  carrier  and 
possibly  a  one  plane  service,  that  the  average  of 

313  three,  3.10%  of  the  traffic  coming  from  the  Route  7 
cities  which  has  gone  across  the  lake  should  increase 

substantially. 

•  #  *  *  #  #  #  *  *  * 

315  Q.  Mr.  Ray,  do  you  believe  Kalamazoo  can  be 

316  adequatelv  served  through  service  to  Battle  Creek? 
A.  No. 

Q.  Would  you  explain  why?  A.  The  distance  is  such  that 
you  would  not  be  able  to  develop  the  full  potential  of 
Kalamazoo  traffic  going  that  far  to  another  city.  The  dis¬ 
tance  between  cities  is  21  miles  by  road.  The  distance  to 
the  airport  is  between  17  and  18  miles.  That  is  the  dis¬ 
tance  from  Kalamazoo  to  the  Battle  Creek  airport. 

Q.  Ts  service  to  Kalamazoo  and  Battle  Creek  operation¬ 
ally  practical  ?  A.  Yes.  There  is  no  reason  why  it  can’t  be 
done. 

Q.  I  refer  you  to  NOR  10,  Mr.  Ray.  A.  NOR  10  indi¬ 
cates  that  there  are  many  places  on  North  Central’s  system 
where  cities  rather  close  together  are  served. 

Q.  Mr.  Ray,  would  you  please  turn  to  NOR  70,  page  2? 
A.  I  have  it. 

Q.  How  many  round  trips  does  North  Central  propose 
to  Route  7  cities?  A.  Three. 
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Q.  Why  do  you  think  that  the  schedules  proposed  by 
North  Central  in  NOR  70  satisfies  the  need  of  Route  7 
cities?  A.  The  proposed  schedules  give  a  flight  in 

317  each  direction  towards  the  beginning  of  a  business 
day  to  get  people,  either  from  the  intermdiate  cities 

to  their  main  trade  centers,  or  to  get  people  from  the  main 
trade  centers  out  to  these  intermediate  cities  for  their 
day’s  work.  There  are  two  flights  in  each  direction  at 
the  close  of  the  business  day  to  return  these  people  to 
their  homes  again,  and  in  addition,  there  is  a  flight  towards 
the  middle  of  the  day,  which  experience  has  shown  will  pro¬ 
duce  as  much  traffic  as  wll  the  other  two  basic  schedules. 

Q.  Are  these  schedules  also  designed  to  make  maximum 
connections  at  the  terminals?  A.  Yes.  They  have  been 
laid  out  and  the  actual  times  have  been  varied  a  little  here 
to  make  the  best  set  of  connections,  both  for  arriving 
traffic  at  the  terminals,  as  well  as  traffic  departing  through 
the  terminals,  also  the  schedules  have  been  set  to  tie  to  a 
schedule  pattern  on  the  rest  of  North  Central’s  system 
which  will  permit  one  plane  through  service  through 
Chicago  to  points  on  North  Central’s  system. 

Q.  Such  as  Milwaukee,  Madison,  LaCrosse,  Warsaw?  A. 
Yes.  With  the  exception  of  the  first  flight  out  of  Chicago 
in  the  morning,  and  the  last  arrival  into  Chicago  in  the 
evening,  all  of  tli  flights  can  be  through  flights. 

Q.  Is  the  North  Central’s  proposal  to  base  a  plane 

318  at  both  Detroit  and  Chicago?  A.  That  is  correct. 

I  might  add  that  that  is  the  only  way  you  can 
fly  the  basic  schedules  at  the  time  of  dav  they  should 
be  flown ;  if  it  is  done  with  one  airplane  the  first  departure 
of  the  airplane  has  to  be  too  early  in  the  morning  for 
maximum  usefulness,  and  then  the  return  flight  is  getting 
too  late  in  the  day  to  accomplish  its  purpose  of  getting 
your  people  into  your  trade  centers  for  their  day’s  work. 

Q.  Mr.  Ray,  would  you  please  turn  now  to  NOR  28,  page 
3? 

Have  you  made  an  off-segment  traffic  analysis  for  Route 
7  cities  to  North  Central’s  system?  A.  NOR  28 - 


97 


Mr.  Batchelor:  It  seems  to  me  we  should  have  an  answer 
yes  or  not  if  he  makes  such  analysis  first. 

The  Witness:  Yes.  I  have. 

By  Mr.  Wheeler:  ; 

Q.  Is  that  set  forth  in  NOR  28,  page  1,  2,  and  3?  A. 
That  is  correct. 

Q.  Would  you  state  what  NOR  28,  page  3  shows  as  your 
conclusion?  A.  Basing  on  the  amount  of  traffic  that  the 
cities  of  Grand  Rapids,  Lansing  and  Muskegon  generate 
to  go  across  the  lake,  we  have  made  an  assumption  that  the 
traffic  from  the  Route  7  cities  has  been  starved  be- 

319  cause  of  the  amount  of  service  that  has  been  pro¬ 
vided. 

We  show  in  the  middle  part  of  page  4S  the  actual  traffic 
from  South  Bend  going  to  cities  across  the  lake  as  2.36  per¬ 
cent.  We  have  assumed  that  that  figure  can  well  be  as 
high  as  4  percent,  if  one  carrier,  one  plane  service  is  pro¬ 
vided  to  these  cities  across  the  lake.  From  Kalamazoo,  the 
traffic  has  been  in  the  past  4.9  and  we  have  raised  that 
to  6  percent,  from  Battle  Creek  the  traffic  has  been  6.44 
and  we  have  left  that  at  6  percent,  because  we  have  been 
through  most  of  our  exhibits  treating  Battle  Creek  and 
Kalamazoo  at  approximately  the  same  figures. 

Jackson  showed  no  traffic  going  across  the  lake,  but  we 
are  certain  that  some  traffic  would  go  across  from  Jack- 
son  and  we  have  set  that  at  2  percent.  Then,  taking  those 
assumed  percentages  of  the  forecast  traffic,  the  latter  part 
of  the  page  follows  that  through  to  a  total  figure  of  25,000 
a  year  that  would  accrue  to  North  Central  in  revenue  be¬ 
yond  Chicago  on  North  Central’s  present  system. 

Q.  Mr.  Ray,  what  is  the  average  distance  between  stops 
on  route  7  as  North  Central  proposes  them?  A.  48  miles. 

Q.  Now,  I  refer  you  to  NOR  49.  Can  Convair  equipment 
economically  serve  such  short  hops?  A.  No.  With  dis¬ 
tances  that  short,  it  becomes  quite  expensive  to  oper- 

320  ate  Convair  equipment,  and  there  has  been  a  num¬ 
ber  of  figures  developed  to  indicate  that. 
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The  figures  shown  on  NOR  49  were  taken  from  an  ex¬ 
hibit  submitted  by  American  Airlines  in  the  Transconti¬ 
nental  Coach  case.  Those  figures  as  we  have  them  here 
were  also  included  in  the  E rammer’s  report  in  that  case. 
In  that  case,  American  submitted  these  figures  to  show 
that  with  Convair  equipment  and  on  a  49  mile  flight,  and 
this  was  an  actual  flight — that  is,  an  actual  distance  be¬ 
tween  a  pair  of  stations  on  Americn — their  costs  were 
16  cents  per  passenger  mile  operating  on  a  60  percent  load 
basis. 

Q.  Now,  refer  to  NOR  48,  Mr.  Ray.  Why  is  it  more 
practical  for  North  Central  to  serve  Route  7  with  DC-3’s 
than  American  with  Convairs?  A.  In  the  short  distances, 
the  DC-3  has  a  number  of  advantages.  One  is  that  it  actu¬ 
ally  operates  faster  and  can  fly  faster  schedules.  Another 
is  that  it  operates  at  a  lower  seat  mile  and  ton  mile  cost. 
The  seat  mile  and  ton  mile  costs  are  developed  in  NOR  48 
and  that  is  done  by  the  method  of  taking  the  total  direct 
operating  costs  and  the  number  of  departures  and  com¬ 
puting  the  amount  of  money  that  is  spent  for  the  landings 
for  each  type  of  aircraft.  In  that  computation,  we  used 
the  figures  developed  by  Ernst  &  Ernst,  which  are  $7  for 
a  DC-3  landing  and  $29  for  a  Convair  240  landing. 

In  following  that  through,  the  direct  operating  expense 
per  mile  becomes  61.91  cents  for  a  DC-3,  for  North 
321  Central’s  DC-3’s,  and  125.65  cents  a  mile  for  Amer¬ 
ican’s  Convairs.  Following  that  still  further,  it  is 
2.95  cents  for  the  DC-3  per  seat  mile  and  3.49  cents  for  the 
Convair  seat  mile. 

The  number  of  passengers  that  have  to  be  carried  to 
break  even  with  the  DC-3  is  8.84.  The  number  of  pas¬ 
sengers  that  have  to  be  carried  to  break  even  with  a  Con¬ 
vair  is  17.95.  Now  that  break-even  figure  is  for  direct 
flying  cost  only.  The  indirect  are  not  considered  there. 

•  ••••••*•• 
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325  By  Mr.  Wheeler: 

Q.  If  North  Central  could  serve  both  airports  at  De¬ 
troit,  would  it  increase  Route  7  traffic?  A.  That  would 
be  equivalent  to  furnishing  the  same  service  that  these 
Michigan  cities  had  as  their  connection  to  Detroit  before 
the  move  to  Willow  Run.  The  fact  that  traffic  dropped 
very  markedly  when  the}’  moved  from  City  Airport  to 
Willow  Run  would  indicate  that  if  you  could  resume  pro¬ 
viding  service  through  City  Airport,  it  should  restore  that 
percentage  of  traffic. 

Q.  Would  the  exsting  traffic  on  North  Central’s  other 
Michigan  service  benefited  by  service  to  both  the  Willow 
Run  and  the  Municipal  Airport  at  Detroit?  A.  Yes.  The 
towns  of  Grand  Rapids  and  Lansing  did  furnish  a  sub¬ 
stantial  amount  of  local  traffic  to  Detroit,  and  that  traffic 
fell  markedlv  when  thev  moved  to  Willow  Run.  If  North 

v  * 

Central  were  operating  service  from  those  cities  directly 
to  the  Detroit  Municipal  Airport,  it  should  restore  some  of 
that  traffic  that  was  lost  at  the  time  of  the  move. 

Q.  Would  it  also  materially  benefit  the  people  in  the 
Upper  Michigan  peninsula  in  their  desire  to  get  to  Detroit? 
A.  Yes,  it  is  better  service  for  them,  a  closer-in  service. 

Q.  But  is  it  practical  to  serve  both  the  Municipal 
325A  Airport  and  Willow  Run?  A.  About  the  only  prac¬ 
tical  way  to  do  it  is  to  have  flights  arriving  at 
►  Detroit  at  the  Willow  Run  Airport  on  more  than  one  route, 
flights  arriving  at  the  same  time,  and  consolidate  those 
flights,  continuing  only  one  of  them  over  to  the  airport. 

Q.  In  other  words  you  think  it  would  require  more  than 
one  route  serving  Detroit  in  order  to  make  it  practical  to 
serve  both  of  the  airports?  A.  Yes,  it  would  be  necessary 
to  consolidate  your  traffic  in  order  to  have  a  reasonable 
load  continuing  to  the  other  airport  because  at  least  half 
of  the  traffic  that  you  are  bringing  in  will  probably  also 
get  off  at  Willow  Run  anyway  for  connections  with  other 
carriers,  et  cetera,  so  you  wouldn’t  have  more  than  half 
.  of  your  normal  load  to  continue  to  the  other  airport  un¬ 
less  vou  can  consolidate? 
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Or  if  you  could  pick  up  some  people  at  Willow  Run  who 
wanted  to  go  on  the  other  airport?  A.  Yes,  there  would 
be  some  of  that. 

Examiner  Henderson :  What  is  the  distance  between  those 
two  airports? 

The  Witness:  Willow  Run  is  30  miles  from  Detroit  and 
the  City  Airport  is  slightly  on  the  other  side  of  Detroit, 
I  believe  about  4  or  5  miles  out.  I  would  say  the  distance 
from  airport  to  airport  is  probably  about  32  to  33  miles, 
maybe  as  much  as  54  miles. 

326  Examiner  Henderson :  And  that  method  you  were 
talking  about  that  would  mean  that  the  plane  would 
consolidate  some  of  the  loads  and  fly  directly  over  the  city, 
would  it  not? 

The  Witness :  Two  flights  would  arrive  at  Willow  Run 
and  the  number  of  passengers  from  each  flight  they  wanted 
to  continue  on  to  City  Airport  would  get  on  one  plane 
and  it  would  go  to  Cit  yAirport. 

By  Mr.  Wheeler: 

Q.  Mr.  Ray,  this  is  impractical  if  North  Central  operates 
its  present  route  or  if  someone  who  doesn’t  have  another 
route  into  Detroit — isn’t  it  impractical  to  operate  unless 
you  have  two  routes  into  Detroit?  A.  You  can’t  do  it 
very  well  without  the  ability  to  consolidate  your  flights. 

Q.  And  you  need  frequency  to  do  it?  A.  You  need  more 
than  one  route  to  be  able  to  consolidate  and  you  need  fre¬ 
quency,  of  course,  on  those  routes. 

Q.  Will  it  permit  you  to  spread  the  cost  over,  say,  five 
flights  rather  than  two  or  three  flights?  A.  You  would  have 
a  number  of  flights  in  order  to  justify  the  move  because 
the  station  over  at  the  other  airport  would  have  to  be 
sustained  by  the  additional  business  that  you  could  gen¬ 
erate  as  a  result  of  providing  the  improved  service. 

•  *•*•••••* 

330  Q.  Mr.  Ray,  would  you  turn  to  NOR  2,  please,  re¬ 
buttal?  What  is  the  significance  of  this  exhibit?  A.  In 
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this  exhibit  we  pick  out  certain  of  the  more  important  things, 
assumptions,  forecasts,  et  cetera  from  Bureau  Counsel’s 
exhibits.  There  are  several  of  them  there  that,  when  you 
get  them  posed  one  after  the  other  indicate  that  there  is 
something  wrong  with  this  method  of  going  after  the 
actual  cost  of  an  operation. 

As  an  example  for  forecasts  of  North  Central  to  operate 
this  segment,  the  route  7  segment  is  $1.41  a  mile  whereas 
their  normal  operation  during  the  third  quarter  of  1953  was 
$1.11. 

Then  in  the  next  two  items  we  have  analyzed  it  as  to 
direct  costs  and  indirect  costs.  In  the  third  quarter  of 
1953,  North  Central  operated  at  55  cents  a  mile  indirect 
cost,  yet  their  forecast — Bureau  Counsel’s  forecast — is  for 
77  cents  a  mile. 

That  is  one  of  those  tilings  that  just  can’t  be  right  and 
we  have  set  them  down  here  to  put  them  one  after  the 
other  so  that  thev  can  be  readilv  seen  and  regardless  of 
how  they  get  that  answer,  it  is  the  wrong  answer.  It 
331  can’t  cost  77  cents  to  operate  that  segment  for  in¬ 
direct  as  an  additional  operation  to  something  that 
is  already  running.  ! 

Q.  At  55  cents?  A.  Yes.  It  is  already  running  at  55. 
That  is  an  increase  of  40  percent  in  indirect  to  expand  into 
a  new  route. 

•  «  •  *  •  •  •  •  •  • 

334  Q.  Well,  Mr.  Hartman  testified  that  Lake  Central 
would  require  one  additional  person,  employee,  at 

Chicago,  one  at  South  Bend,  one  at  Kalamazoo,  four  people 
at  Battle  Creek,  four  at  Jackson,  and  he  estimated  that  he 
would  contract — he  indicated  he  would  contract  his  opera¬ 
tions  out  of  Detroit. 

335  Mr.  Ray,  I  believe  you  forecast  approximately 
64,000  passengers  for  Route  7  cities?  A.  What  pe¬ 
riod  of  time?  Is  that  a  year? 

Q.  For  a  one-year  period,  yes,  sir.  A.  I  was  thinking  it 
was  greater  than  that.  j 
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Q.  It  is  32,542,  doubled.  That  is,  NOR  27,  page  5.  About 
67,000  passengers?  A.  That  is  correct,  in  and  out. 

Q.  And  LCA  24  shows  Lake  Central  forecasts  39,000 
passengers,  in  and  out. 

Do  you  think  that  these  additional  personnel,  the  way 
thev  are  located  would  be  able  to  handle  such  an  increase 

w 

in  business?  A.  No.  That  is  going  to  take  more  people 
than  that. 

This  is  one,  or  should  be  one  of  the  heaviest  traffic  pro¬ 
ducing  local  service  routes  in  the  industry  and  with  that 
kind  of  traffic  flowing  over  it,  it  is  going  to  take  a  good 
many  people  to  take  care  of  them. 

Q.  Let’s  be  a  little  more  specific  here.  At  Battle  Creek, 
Lake  Central  estimates  that  they  will  be  able  to  operate 
the  station  at  Battle  Creek  with  four  people.  Do  you  con¬ 
sider  that  practical?  A.  No. 

Q.  Now,  I  show  you  Lake  Central’s  Exhibits.  I  point 
out  to  vou  the  schedule.  That  is  LCA  Exhibit  22. 
336  This  is  the  schedule  at  Battle  Creek  and  I  ask  you  to 
tell  me  how  long  they  propose  to  keep  the  station 
at  Battle  Creek  open.  A.  The  station  would  have  to  be 
open  from  about  7:00  o’clock  in  the  morning  until  10:00 
o’clock  in  the  evening. 

Q.  That  is  how  many  hours?  A.  That  is  15  hours. 

Q.  Now,  do  you  consider  or  do  you  think  four  people 
can  man  a  station  for  15  hours?  A.  They  can  do  it — you 
can  do  it  with  four  people  for  five  days  out  of  the  week, 
if  you  work  a  five-day  week,  if  you  have  only  one  man  on 
duty  at  a  time. 

Q.  That  would  be  impractical  to  serve  this  amount  of 
traffic?  A.  It  would  take  more  than  one  person  and  of 
course  you  have  got  to  have  enough  to  cover  your  other 
days,  or  your  other  two  days. 

Q.  And  do  you  think  it  would  be  wise  for  a  station  man¬ 
ager  to  help  solicit  business  at  the  town?  A.  Yes.  That 
selling  effort,  of  course,  has  to  be  done,  and  a  very  practi¬ 
cal  way  of  doing  it  is  to  use  your  station  personnel,  your 
station  manager,  to  do  some  of  it. 
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Q.  It  is  going  to  be  a  mighty  busy  one  person,  wouldn’t 
you  say?  A.  Yes. 

•  *  #  *  *  *  *  *  *  i  * 

337  Cross  Examination. 

By  Mr.  Palmer: 

Q.  Mr.  Ray,  did  I  understand  you  to  say  in  your  testi¬ 
mony  prior  to  lunch  that  service  to  Kalamazoo  would  be 
operational  at  the  Kalamazoo  Airport?  A.  That  is  cor¬ 
rect. 

Q.  Turning  to  your  Exhibit  NOR  27,  you  estimate  for 
Kalamazoo  S,716  passengers  allocated  to  Route  7,  is  that 
correct,  sir?  A.  That  is  correct,  yes. 

338  Q.  And  you  allocate  10,975  passengers  to  Route  7 
from  Battle  Creek?  A.  That  is  correct. 

Q.  Throughout  this  allocation  have  you  included  in  the 
Battle  Creek  traffic  the  figures  that  50  to  60  percent  of  the 
business  is  generated  at  Battle  Creek,  which  is  generated 
at  Battle  Creek  now  comes  from  Kalamazoo?  A.  In  this 
method  of  forecasting  we  do  not  base  on  what  these 
cities  have  generated  in  the  past.  Our  thinking  on  that 
is  that  the  cities  have  not  had  a  chance  to  generate  their 
full  traffic  and  consequently  we  don’t  know  what  their 
traffic  means — what  their  traffic  should  be.  Instead  we 
have  gone  to  other  cities  in  that  area  and  we  have  taken 
all  of  the  other  cities  in  that  area.  Those  cities  have  not 
been  restrcted  to  one  round  trip  of  service  a  day. 

In  other  words,  they  have  not  been  starved  as  far  as 
service  is  concerned,  and  we  find  out  what  those  cities  did 
and  transpose  that  information  to  these  cities  by  means 
of  the  buyng  power  quota  figure  so  we  don’t  actually  tie 
to  anything  that  has  happened  in  the  past  as  far  as  Battle 
Creek  traffic  is  concerned,  whether  that  traffic  has  come 
from  Kalamazoo  or  those  things  are  entirely  outside  of 
this  method  of  forerasting. 

Q.  Referring  to  your  Exhibit  20  which  I  take  it  are  some 
of  the  characteristics  that  are  included  in  your  so- 


104 


339  called  buying  power  quota — is  that  correct?  A. 
Yes.  Those  are.  I  believe  pretty  much  all  of  them 

are  included  in  the  buying  power  quota. 

Q.  And  under  this  buying  power  quota  system,  you  have 

forecast  vour  traffic  on  vour  exhibit  NOR  27.  Isn’t  that 
•>  *> 

correct?  A.  That  is  correct. 

Q.  Now  referring  to  Exhibit  NOR  20,  are  not  most  of 
the  statistics  there  pertaining  to  Kalamazoo  and  Battle 
Creek  indicative  of  the  fact  that  Kalamazoo  would  gene¬ 
rate  more  traffic  than  Battle  Creek?  A.  That  is  correct. 

Q.  Then  isn’t  it  inconsistent  to  forecast  less  traffic  for 
Kalamazoo  than  Battle  Creek  in  your  Exhibit  27?  A. 
Going  to  Exhibit  27,  page  5  of  6,  which  is  page  44  of  the 
book,  in  the  first  line  there,  the  buying  power  quota  as 
furnished  by  sales  management  is  523  for  Kalamazoo,  and 
only  439  for  Battle  Creek.  Then,  following  that  through — 
and  we  have  assumed  the  25  passengers  per  thousand  popu¬ 
lation  as  being  the  same  at  both  Kalamazoo  and  Battle 
Creek. 

That  assumption  may  be  wrong  one  way  or  the  other, 
but  we  have  assumed  it  for  purposes  of  this  forecast,  but 
that  25  times  the  523  units  of  buying  power  quota  gives 
you  13,000  and  something  passengers  for  Kalamazoo,  and 
only  10,900  for  Battle  Creek,  so  you  see  the  forecast  method 
does  forecast  more  traffic  for  Kalamazoo.  Then  it  so 
happens  that  Kalamazoo,  under  the  proposed  opera- 

340  tion,  would  have  service  in  two  directions  and  we 
have  arbitrarily  allocated  some  of  that  13,000  to 

the  North-South  service,  which  leaves  the  smaller  amount 
allocated  to  East-West  traffic. 

I  don’t  know  that  that  is  necessarily  correct.  I  wouldn’t 
try  to  defend  it  very  much.  We  have  taken,  as  I  recall, 
two-thirds  of  the  traffic  for  East-West  traffic.  I  think  it  is 
quite  probable  that  three-fourths  might  have  been  a  fair 
figure.  Certainly  the  East-West  traffic  through  Kalamazoo 
will  be  a  very  much  stronger  traffic  than  the  north-south 
traffic. 
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Q.  Refer  now  to  page  6  of  that  Exhibit  27,  Mr.  Ray.  I 
have  it. 

Q.  What  is  the  basis  for  your  figure  of  westbound  traf¬ 
fic  at  Battle  Creek,  4,S73,  and  your  Kalamazoo  figure  of 
3,870?  A.  Those  figures  are  derived  from  the  figures 
on  the  previous  page. 

In  earlier  exhibits,  we  had  analyzed  the  east-west  traffic 
in  relation  to  each  other.  In  other  words,  for  each  city, 
we  determined  the  percent  of  its  traffic  that  was  east- 
bound  and  the  percent  that  was  westbound,  and  those 
percentages  are  given  on  page  44  of  the  book.  The  first 
line  under  eastbound  and  the  first  line  under  westbound 
gives  the  percentages  that  actually  went  in  that  direction 
of  historic  traffic. 

Now  when  it  comes  to  Kalamazoo,  we  have  no 
341  record  of  historic  east  and  westbound  traffic,  but 
we  have  assumed  that  Kalamazoo  would  be  the 
same  as  Battle  Creek. 

Then,  those  percentages  over  on  the  other  page  are 
transferred  into  numbers  of  passengers.  As  a  matter 
of  fact,  the  actual  figures  shown  on  page  8  are  transposed 
from  page  5  of  that  exhibit.  The  3890  that  you  men¬ 
tioned  shows  in  the  second  line  under  westbound,  under 
Kalamazoo,  on  page  44.  The  4873  that  you  mentioned 
shows  under  the  Battle  Creek  column  on  that  same  line. 

Q.  Do  you  think  Mr.  Ray,  that  your  assumptions  that 
Battle  Creek  and  Kalamazoo  will  generated  the  same 
amount  of  traffic  are  correct  in  the  light  of  your  figures  on 
your  exhibit  NOR  20  pertaining  to  population  and  the 
general  economic  characteristics?  A.  That  figure  of  25, 
which  we  have  used  for  each  of  them,  is  derived  on  page 
4  of  NOR  27,  which  is  page  43  of  the  book.  When  we 
consider  Battle  Creek  and  when  we  consider  Kalamazoo, 
to  try  to  determine  what  its  number  of  passengers  per 
unit  of  buying  power  quota  should  be,  we  compare  it — 
we  compare  the  two  towns — to  the  same  number  of  addi¬ 
tional  towns,  or  Michigan  towns,  that  are  located  close  by. 
That  sentence  should  be  stronger.  It  is  the  same  towns 
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rather  than  the  same  number  of  towns.  In  other  words, 
both  Battle  Creek  and  Kalamazoo  are  compared  to  Lan¬ 
sing,  to  Saginaw  and  to  South  Bend  from  Chicago. 

342  Battle  Creek  is  S7  airline  miles  from  Detroit. 
Kalamazoo  is  104,  and  the  other  towns  that  we 

have  compared  them  to  are  generally  the  same  distance. 
Then  we  take  the  buying  power  quota  of  those  towns, 
divided  into  the  number  of  passengers  that  those  towns 
have  actually  generated,  and  we  get  a  generation  figure 
for  each  of  them.  You  will  notice  in  the  case  of  Kala¬ 
mazoo,  comparing  it  with  Lansing,  Lansing  has  generated 
28.7  passengers  per  unit  of  buying  power  quota:  Saginaw 

23.95.  South  Bend,  25.96.  The  average  of  those  three  is 

25.96,  and  the  average  distance  from  their  terminals  is 
78  miles. 

Now  we  arbitrarily  say  that  it  is  conservative  to  use 
the  figure  of  25  passengers  per  unit  of  buying  power 
quota  as  the  number  of  passengers  that  should  be  gen¬ 
erated  by  Kalamazoo,  if  it  has  adequate  air  service.  I 
would  be  inclined  to  think  that  probably  that  figure  is 
low.  I  think  it  is  quite  conservatve. 

Q.  I  am  not  sure,  Mr.  Kay,  whether  you  explained  di¬ 
rectly  to  me  any  way  your  vgure  of  5.16  in  this  page  4  of 
Exhibit  27  pertaining  to  the  passengers  per  unit  of  buying 
power  quota,  as  it  refers  to  Kalamazoo.  A.  That  is  the 
actual  number  of  passengers  which  was  generated  at  Kala¬ 
mazoo  during  the  year  ending  September  30,  1953,  di¬ 
vided  by  523,  which  is  the  number  of  units  of  buying 
power  quota  whch  sales  management  gives  for  Kala¬ 
mazoo. 

343  When  vou  divide  those  two  you  get  5.16,  which  is 
the  number  of  passengers  per  unit  of  buying  power 

quota  actually  put  out  by  Kalamazoo.  Now,  the  fact 
that  it  is  so  far  below  these  cities  that  it  is  compared 
with  is  proof  that  Kalamazoo  has  been  badly  starved  for 
service. 

Q.  That  has  been  north-south  passengers  perhaps,  Mr. 
Ray?  A.  Almost  all  of  them  are  north-south  passengers. 
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Q.  No  reference  whatsoever  to  any  east-west  traffic 
in  there  so  far  as  yon  know?  A.  The  traffic  that  we  counted 
is  the  traffic  that  shows  in  the  CAB  records  as  having  orig¬ 
inated  at  Kalamazoo.  Now,  none  of  that  traffic  would 
show  on  American’s  records,  because  American  does  not 
serve  Kalamazoo.  It  is  all  taken  directly  from  Lake 
Central’s  Form  41  ’s. 

Q.  That  wouldn’t  have  any  bearing  at  all  on  any  Kala¬ 
mazoo  traffic  that  is  generated  from  Kalamazoo  through 
Battle  Creek,  east-west?  A.  No.  That  doesn’t  enter 
into  this  method  of  forecasting  at  all. 

Q.  Well,  the  relationship  then  on  this  page  between 
Battle  Creek’s  passengers  per  unit  of  buying  power  quota 
and  Kalamazoo’s  is  not  then  a  true  picture  of  the  east- 
west  traffic?  A.  That  is  correct.  There  has  been  no 
344  east-west  traffic  out  of  Kalamazoo.  That  is  why 
the  figure  is  so  low. 

Mr.  Palmer:  That  is  all,  sir. 

*  *  #  *  *  *  *  *  #  • 

371  By  Mr.  Shoemaker: 

•  *  *  #  •  #  *  *  #  • 

372  Q.  I  take  it  from  the  fact  that  you  have  used  this 
buying  power  index  approach  to  forecast  of  traffic 

that  you  do  not  believe  that  past  experience  is  an  adequate 
measure  for  future  action.  A.  Past  experience  can  only 
be  relied  on  if  the  service  has  been  adequate  and  useable. 
I  remember  an  instance  not  so  awfully  long  ago  where 
the  town  of  North  Platte  had  four  schedules  a  day,  two 
round  trips  a  day,  but  the  earliest  arrival  was  1:30  a.m. 
and  the  latest  arrival  was  about  3:30  a.m.,  and  that,  with 
two  round  trips  a  day  did  not  generate  traffic,  and  would 
never  generate  traffic  because  it  was  not  a  useable  service. 

In  my  opinion  one  round  trip  a  day  will  never  develop 
the  potential  of  a  reasonable  good  sized  city.  Some  of  it 
won’t  develop  the  potential  of  any  city. 

•  •  *  #  *  *  *  *  •  • 
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385  Frank  N.  Buitomer 

was  called  as  a  witness  for  and  on  behalf  of  North  Central 
Airlines  and  having  been  first  duly  sworn,  was  examined 
and  testified  as  follows : 

Direct  Examination 

By  Mr.  Wheeler : 

Mr.  Buttomer,  would  you  give  your  name  and  address 
to  the  reporter?  A.  Frank  N.  Buttomer,  Minneapolis, 
Minnesota. 

Q.  What  is  your  position  with  North  Central  Airlines, 
Mr.  Buttomer?  A.  Vice  president,  traffic  and  sales. 

********** 

386  Q.  Do  you  consider  Route  7  a  local  service  route? 
A.  Yes. 

Q.  Explain  that,  will  you?  A.  Well,  it  has  all  the  qualifi¬ 
cations  of  an  excellent  local  service  route.  The  cities  are 
large,  that  is,  reasonably  large.  They  are  close  enough 
to  go  to  make  it  impractical  for  a  trunk  carrier  to  provide 
adequate  service.  They  are  strong  economically.  That  is, 
they  are  all  industrial  and  marketing  centers,  as  contrasted 
to  farming  communities  or  one-industry  cities. 

It  is  a  natural  trade  route  through  there.  It  has  been 
established  many  years  by  other  forms  of  transportation. 
It  is  a  service  that  requires  specialized  type  of  promotion 
that  a  trunk  carrier  is  not  prepared  to  provide.  That 

387  is,  providing  service  to  cities  of  this  kind  is  not 
compatible  with  providing  cities,  large  cities,  which 

are  great  distances  apart  which  require  four  engine  service 
and  a  different  type  of  promotion.  In  other  words,  this 
is  a  specialty,  this  particular  route,  and  its  development 
is  more  susceptible  to  the  type  of  promotion  that  an 
expert  in  that  type  of  operation  is  able  to  make. 

Q.  Do  you  consider  the  terminals  on  this  route  good 
terminals  for  a  feeder  line  route?  A.  Yes.  That  is  most 
important,  for  any  feeder  or  local  service  operation. 
*••••*•*•* 
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Q.  Do  you  consider  frequency  an  attribute  of  local  serv¬ 
ice,  routes  and  carriers?  A.  Frequency  is  absolutely  vital 
to  a  successful  local  service  operation.  We  found 
388  that  out  by  experience,  and  we  have  found  in  our 
own  operation  as  we  brought  the  frequency  up,  then 
the  response  of  the  cities  was  good. 

One  round  trip  a  day  will  not  develop  traffic,  even  in  a 
normally  strong  city. 

*  #  #  #  *  #  *  *  #  * 

390  Q.  Mr.  Buttomer,  would  you  turn,  please,  now  to 
NOR-22,  page  1?  Do  you  have  any  observations 

to  make  with  respect  to  this  exhibit?  A.  This  exhibit 
demonstrates  or  illustrates  the  very  principle  I  was  dis¬ 
cussing.  Here  is  a  case  where  traffic  on  a  local  segment 
has  been  static  to  even  the  point  of  declining  while  the 
industry  was  recording  important  growth.  Consider  South 
Bend,  for  example,  in  the  first  column. 

In  1948,  South  Bend  received  two  schedules  daily  in  each 
direction,  with  DC-3  equipment.  The  following  year  service 
was  reduced  to  one  round  trip  daily,  with  a  Convair.  You 
will  notice  that  almost  a  thousand  passengers  were  lost 
in  that  year.  If  you  will  follow  the  column  on  down,:  and 
we  still  have  one  round  trip  a  day,  it  was  1951  before  the 
full  amount  of  traffic  was  realized  which  had  formerly 
been  accommodated  with  two  round  trips  a  day. 

Continuing  further,  in  1953,  with  one  round  trip  a  day, 
with  larger  aircraft,  only  three  thousand  passengers  were 
developed,  or — 

Q.  For  the  first  three  quarters?  A.  Yes,  for  the  first 
three  quarters.  It  is  doubtful  if  the  same  rate  has  been 
retained  even  after  some  five  years  with  larger  equipment 
and  with  one  round  trip  a  day. 

That  is  demonstrated  also  with  respect  to  Battle  Creek. 
The  first  year  that  one  round  trip  was  taken  off  of 

391  Battle  Creek,  the  city  dropped  a  thousand  passen¬ 
gers,  and  it  took  another  year  to  get  the  traffic  back. 

Jackson  is  not  quite  such  a  good  example  because  the 
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service  lias  been  spotty,  but  even  in  Jackson,  the  traffic 
there  has  been  static  to  declining.  One  round  trip  a  day 
just  is  not  enough  to  develop  the  traffic,  even  with  a  large 
aircraft.  It  does  not  meet  the  convenience  of  enough 
people. 

Examiner  Henderson:  Do  you  know  specifically,  Mr. 
Buttomer,  just  what  date  that  round  trip  was  dropped? 

Mr.  Wheeler:  Yes,  Mr.  Examiner,  if  you  will  look  on 
Exhibit  25  I  believe  you  will  see  exactly.  Page  1  of  25 — 

Mr.  Shoemaker:  What  page  is  that? 

Mr.  Wheeler:  Page  37. 

Examiner  Henderson :  I  just  thought  that  was  important 
and  I  would  like  to  put  it  in  right  there. 

By  Mr.  Wheeler : 

Q.  Mr.  Buttomer,  would  you  turn  to  NOR-25,  page  1? 
A.  Yes,  sir. 

Q.  Have  you  analyzed  here  the  schedules  and  when  the 
round  trip  was  taken  off,  and  what  type  of  equipment  re¬ 
placed  it?  A.  Yes.  Two  round  trips  were  maintained 
throughout  the  year  1948  with  DC-3  equipment.  Then  in 
the  first  quarter  of  1959  a  gradual  replacement — 

Q.  ’49,  you  mean?  A.  Yes,  ’49.  Then  during  the  first 
quarter  of  1949  the  replacement  was  begun  with  Con- 
392  vairs.  That  was  completed  by  1950  so  the  last  period 
of  two  round  trips  to  these  cities  was  the  final 
quarter  of  1948. 

Q.  Now,  Mr.  Buttomer,  would  you  please  turn  to  Chart 
4,  please,  which  is  on  the  preceding — which  is  on  page  58? 
What  is  the  significance  of  this  exhibit?  A.  This  compares 
the  development  on  Route  7  with  North  Central’s  develop¬ 
ment  on  its  system.  It  illustrates  in  some  measure  the 
principle  I  described  earlier,  that  frequency  and  high  vol¬ 
ume  of  service  will  result  in  more  traffic.  We  have  practiced 
the  policy  of  increasing  service  as  rapidly  as  possible  on 
our  own  system  and  you  can  see  the  effect  it  has  had  on 
the  operation,  where  as  traffic  on  Route  7  has  developed 
at  somewhat  lesser  rate. 
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In  fact,  it  could  almost  be  described  as  being  static  for 
statistical  purposes. 

Q.  I  refer  you  now  to  NOR-26  in  this  connection.  Page 
39.  A.  Yes. 

Q.  What  does  that  exhibit  show?  A.  That  shows  that  the 
departures,  that  is,  the  aircraft  departures  in  these  cities 
has  just  about  followed  the  pattern  of  the  traffic  develop¬ 
ment  or  perhaps  I  should  say  lack  of  development.:  In 
1948,  South  Bend  was  provided  with  1235  departures.  In 
1949  this  was  cut  in  half,  of  course,  because  of  the  fact 
that  we  had  only  one  round  trip  instead  of  two,  as 
393  previously  testified  the  traffic  dropped  in  half,  or 
did  not  drop  in  half — it  had  a  substantial  reduction. 
That  continued,  in  1952  there  was  a  few  more  departures. 
Traffic  responded  and  of  course  in  1953  we  are  still  down 
to  the  one  round  trip  a  day.  In  other  words,  departures 
has  a  very  direct  relationship  to  the  passengers  boarded, 
regardless  of  the  seats  available.  The  same  is  true  in 
Battle  Creek  and  to  a  lesser  degree  in  Jackson. 

********** 

396  Q.  Mr.  Buttomer,  now  would  you  turn  to  NOR-30, 
please?  That  is  page  50.  A.  Yes.  I  have  it. 

********** 

398  Q.  So  your  conclusion  from  this  exhibit,  sir,  is 
that  most  of  the  passengers,  a  substantial  portion 

of  the  passengers,  even  when  they  ride  American  change 
planes?  A.  That  is  correct.  The  one-plane  argument  here 
is  more  of  a  technical  advantage  than  it  is  an  actual  prac¬ 
tical  advantage  to  the  traveling  public. 

********** 

Q.  In  your  opinion,  sir,  has  American  properly  and 
intensively  developed  the  traffic  on  Route  107  ? ;  A. 

399  I  believe  not.  I  believe  the  schedule  patterns  which 
have  been  operated  have  not  been  responsive  to  the 

development  of  traffic  at  the  segment  7  cities. 
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Q.  Mr.  Buttomer,  would  you  turn  to  NOR-70,  page  2? 
Do  you  consider  these  schedules  to  satisfy  the  needs  of 
the  Route  7  cities?  A.  For  the  time  being,  not  ultimately, 
I  think  the  cities  will  require  more  service  than  this,  but 
we  have  given  this  area  considerable  study,  and  we  have 
tried  to  come  up  with  a  schedule  pattern  here  which  would 
provide  the  maximum  amount  of  usable  service.  Without 
reading  all  these  figures  into  the  record,  we  have  early 
morning  departures  in  each  direction — that  is,  from  Chicago 
and  from  Detroit.  We  have  an  early  evening  departure 
from  each  terminal  in  each  direction,  and  we  have  a  mid¬ 
day  departure. 

The  schedules  are  designed  to  provide  commuter  service 
between  the  terminal,  each  of  the  terminals  and  the  inter¬ 
mediate  points  and  that  is  in  each  direction.  In  other 
words,  a  business  man  can  leave  either  terminal,  go  to  the 
intermediate  cities,  conduct  a  day’s  work  and  return  in 
the  same  day,  or  conversely,  a  business  man  in  any  of 
the  intermediate  points  can  travel  to  the  terminals  and 
have  nearly  a  day’s  work  and  return  to  his  home  in  the 
evening. 

Aside  from  that  feature,  we  have  studied  connecting 
service  very  carefully  for  the  continuing  passenger, 

400  and  these  flights  are  designed  to  meet  the  maximum 
of  connecting,  or  continuing  flights  to  beyond  ter¬ 
minal  destinations. 

********** 

401  Q.  Mr.  Buttomer,  would  you  please  turn  to  NOR- 
40,  page  51?  What  effect  has  the  increased  fre- 

quencv  had  on  North  Central’s  svstem?  A.  It  has  had  a 
very  definite  and  strengthening  effect.  Page  40  is  an 
exhibit  of  tabulations,  and  the  chart  immediately 

402  following  the  page  is  a  graphic  statement  of  effect 
of  schedules  but  I  believe  it  is  a  little  easier  to  read 

from  the  schedules.  There  at  the  top  of  the  page  we  have 
a  tier  of  cities  which  have  received  only  one  round  trip  a 
day,  and  you  will  note  that  we  have  boarded  less  than  one 
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passenger  per  flight  movement  or  per  departure.  The 
next  tier  shows  where  we  have  had  from  one  and  a  half  to 
three  and  a  half  round  trips  daily,  and  the  reason  those 
figures  are  stated  in  halves  of  a  flight  is  because  during 
certain  periods,  we  would  change  schedules  a  little  bit 
which  would  keep  it  from  coming  out  in  round  numbers. 
Anyhow,  with  that  frequency,  we  developed  2.16  passengers 
per  flight  movement  and  so  they  increase.  As  the  number 
of  schedules  come  up  the  boardings  per  departure  come 
up  until  we  get  down  to  the  last  tier  of  cities  where  we 
have  over  seven  and  half  daily  round  trips  which  includes 
Chicago,  Milwaukee,  Duluth,  and  Minneapolis-St.  Paul. 

We  have  a  boarding  there  of  practically  nine  passengers 
per  flight  departure.  To  me  this  indicates  that  frequency 
has  a  very  direct  and  a  very  high  correlation  with  the 
number  of  passengers  boarded. 

Q.  This  exhibit  is  not  designed  to  show,  if  you  put  714 
round  trips  a  day  at  Fergus  Falls  or  Alexandria  you  could 
expect  that?  A.  No.  That  is  true.  The  whole  operation 
has  to  come  up  together. 

403  Q.  Mr.  Buttomer,  would  you  now  turn  to  NOR-41, 
page  52?  What  does  this  exhibit  show?  A.  The  top 
half  of  the  exhibit  shows  the  experience  of  a  group  of 
cities  who  have  been  without  schedule  increases  during 
the  periods  indicated  in  the  exhibit. 

That  is,  where  they  have  had  a  static  pattern,  or  a 
static  schedule  pattern.  It  will  he  noted  that  the  increase 
in  traffic  has  only  amounted  to  26  percent. 

In  the  lower  part  of  the  page  we  have  shown  cities  which 
have  had  schedule  increases  during  the  same  period,  and 
it  will  he  noted  there  that  the  development  has  been  almost 
twice  as  great.  That  is,  the  passengers  hoarded  per  de¬ 
parture  have  increased  54.6  percent.  This  also  adds  to  the 
theory,  the  principle,  that  schedule  frequency  is  required 
to  develop  business. 

Q.  Mr.  Buttomer,  will  you  turn  to  NOR-49,  page  1? 
A.  Yes. 
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Q.  I  want  to  show  yon  Public  Counsel’s  Exhibit. 

I  refer  you  now  to  Bureau  Counsel’s  Exhibit  9,  entitled 
“Relationship  of  DC-3  costs  to  length  of  hop,”  and  also 
“Relationship  of  Convair  and  Martin  costs,  direct  costs, 
to  length  of  hop.” 

I  would  like  to  have  you  comment.  Let  me  ask  you  a 
specific  question  first. 

Is  is  costly  for  American  to  serve  Route  7  inter- 

404  mediate  cities?  A.  Yes.  It  is  very  costly. 

Q.  Would  you  explain  that,  please?  A.  I  am  look¬ 
ing  first  at  Exhibit  NOR-61,  and  the  source — 

Q.  49,  I  believe,  isn’t  it?  A.  49,  page  61.  This  exhibit 
has  for  its  source  some  exhibits  introduced  by  American 
Airlines  in  the  Transcontinental  Coach  Case,  and  I  believe 
later  the  Examiner  in  that  proceeding  adopted  the  exhibit, 
and  it  shows  the  cost  for  selected  lengths  of  haul  for  DC-6 
and  for  Convair  equipment.  For  example  on  a  95-mile 
haul,  or  95-mile  hop  with  a  DC-6,  the  cost  per  passenger 
mile  is  11.7  cents.  That  is  not  per  seat  mile.  That  is 
per  passenger  mile  and  so  on,  they  are  carried  on  forward. 
When  we  get  to  long  hauls,  of  course,  that  cost  comes  down 
promptly  and  the  operation  can  become  profitable.  We  are 
more  concerned  with  Convairs  however,  in  this  proceeding 
so  we  will  examine  the  Convair  tabulation,  the  lower  part 
of  the  page. 

The  Convair,  as  stated  by  the  exhibit,  the  cost  per  passen¬ 
ger  mile  on  49  mile  hops  is  16  cents.  The  distance  between 
cities  on  segment  7  has  been  testified  to  be  somewhere 
around  47  or  48  miles.  That  means  that  if  it  costs  16 
cents  a  passenger  mile  to  operate  on  49  mile  hops  it  would 
cost  at  least  that  to  operate  on  Route  7.  Since  the  average 
return  or  average  fare  is  around  7.4  cents,  that  means  on 
every  passenger  that  American  carries  on  Segment  7  they 
lose  somewhere  around  10  cents  or  better.  It  is 

405  no  small  wonder  that  American,  in  the  face  of  this 
cost  situation,  has  not  been  eager  to  add  service, 

additional  service  to  segment  7  or  route  7. 
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It  is  questionable  whether  any  prudent  business  man 
with  that  set  of  economic  facts  would  consider  adding 
additional  units  of  service.  This  cost  principle  is  borne 
out  in  Public  Counsel’s  exhibits  and  I  have  here,  DC-3 
equipment:  for  a  49  mile  hop,  this  exhibit  shows  that  the 
cost  per  mile  is  about,  for  a  DC-3,  about  25  or  26  dollars. 

Examiner  Henderson:  You  are  talking  about  Bureau 
Counsel’s  Exhibit  9,  are  you? 

The  Witness:  Yes,  which  deals  with  DC-3’s.  The  cost 
per  departure  there  is  about  25  or  26  dollars..  I  cannot 
read  it  too  carefully.  Then  if  we  turn  to  the  next  exhibit, 
which  would  be  Public  Counsel’s  Exhibit  11,  which  deals 
wdth  Convairs,  and  we  make  the  same  analysis,  again  we 
are  talking  about  a  49  mile  hop,  and  making  the  same 
analysis  for  a  49  mile  hop  this  exhibit  shows  that  the  cost 
per  departure  is  around,  somewhere  around  62  or  63  dol¬ 
lars — more  than  twice  as  much. 

In  other  words,  this  Exhibit  shows  or  these  two  exhibits 
show  that  it  costs  more  than  twice  as  much  per  departure 
to  operate  Convairs,  or  Martins,  than  it  does  DC-3’s. 

Q.  Mr.  Buttom er,  what  facilities  does  North  Central 
have  at  Chicago?  A.  We  have  a  maintenance  base  at 
406  Chicago.  We  have  a  reservation  control  there.  We 
have  about  26  people  in  the  telephone  sales  and 
reservations.  We  have  about  25  people  at  the  field  other 
than  mechanics.  That  is,  we  have  a  station  terminal  there, 
fully  equipped,  fully  staffed.  We  have  about  50  to  52 
people  in  Chicago,  not  including  mechanics  at  the  main¬ 
tenance  base. 

Q.  Is  that  in  NOR-55?  A.  That  is  in  NOR-55.  Perhaps 
I  had  better  refresh  my  memory. 

Actually,  we  have  a  few  more  employees  there  now  be¬ 
cause  we  have  tooled  up  for  the  summer  business  which 
has  started. 

Q.  Now,  what  facilities  do  you  have  in  Detroit?  A.  In 
Detroit  we  have  a  district  traffic  manager  who  calls  on 
the  local  market  in  that  area;  that  is,  on  the  east  side  of 
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the  Lake,  trying  to  develop  business.  We  have  six  tele¬ 
phone  sales  people  in  the  downtown  office.  We  have  a 
hangar  in  Detroit  with  overnighting  facilities  and  for 
overnight  checks.  We  have  four  people  at  the  field  at 
Willow  Run,  and  we  have — we  are  in  the  process  of  getting 
our  own  field  ticket  counter.  At  the  present  time  North¬ 
west  handles  our  ticketing  at  Willow  Run  because  there 
has  been  no  space.  The  rest  of  our  operation  we  have, 
we  operate  ourselves  at  Willow  Run. 

Q.  You  are  in  the  process  of  negotiating  for  your  own 
ticket  handling?  A.  Yes.  That  ticket  counter  space 
407  should  be  available  sometime  in  the  next  several 
weeks. 

Q.  That  will  add  to  your  employees?  A.  That  means 
we  will  handle  our  complete  operation  without  any  help 
from  anyone. 

Q.  How  many  additional  employees  will  that  entail?  A. 
About  two,  possibly  three.  Porters  are  the  present  problem. 

Q.  Mr.  Buttomer,  I  refer  you  now  to  NOR  chart  2  pre¬ 
ceding  page  31.  Why  is  this  exhibit  submitted  here,  sir? 
A.  This  is  a  graphic  representation  of  data  shown  on  the 
preceding  page  or  two,  and  it  demonstrates  that  97  percent 
of  all  the  traffic  on  Route  7  continues  through  to  the 
terminals  or  beyond,  and  that  only  about  three  .percent  is 
intrasegment  traffic.  Another  way  of  stating  that  is  that 
97  percent  of  the  passengers  who  ride  on  Route  7  will 
require  service  of  some  description  at  the  terminals. 
Either  they  will  board  or — they  will  either  board  or  deplane 
there,  which  calls  for  heavy  facilities  at  each  terminal. 

Q.  Of  the  three  applicants  in  this  proceeding,  North 
Central,  Ozark  and  Lake  Central,  who  is  in  the  best  position 
at  the  terminals  to  take  care  of  this  97  percent  business? 
A.  North  Central  because  we  are  a  going  concern  in  each 
of  these  terminals.  We  have  a  substantial  establishment 
in  each  terminal.  We  have  trained  people  who  have 
been  there  for  a  considerable  length  of  time. 

We  have  a  maintenance  base.  We  have  ticket 
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counters,  station  facilities,  and  the  other  carriers  do  not — 
at  least  not  to  this  degree.  The  other  carriers  haven’t 
had  the  experience  nor  they  do  not  have  the  facilities  and 
the  terminal  operation  that  North  Central  has. 

I  am  not  sure  that  these  could  be  available.  Whoever 
operates  this  route  must  have  a  very  substantial  household 
in  both  Chicago  and  Willow  Run,  Detroit.  Aircraft  to 
properly  service  the  route  should  be  based  in  each  of  these 
cities,  which  means  facilities  must  be  provided  there  for 
the  usual  maintenance  operations,  as  they  are  required  to 
correct  discrepancies  in  aircraft  and  generally  to  handle 
the  operation. 

I  don’t  know  of  any  hangar  space  available  in  either  of 
these  cities,  where  terminal  facilities,  or  maintenance  base 
could  be  secured.  We  worked  about  five  years  to  finally 
get  a  hangar  in  the  city  of  Chicago,  and  we  had  just  about 
as  much  trouble  in  Detroit,  but  anyhow,  they  were  there, 
we  have  had  experience  doing  it,  which  gives  us  a  slight 
advantage  to  the  public  over  what  could  be  offered  by 
the  other  applicants. 

Q.  Would  the  certification  of  another  feeder  carrier  re¬ 
quire  duplication  of  these  facilities?  A.  That  is  correct, 
assuming  that  another  carrier  were  installed  here,  it  would 
mean  duplicating  the  facilities  which  we  already  have  in 
these  terminals,  if  they  could  be  duplicated.  It  would  mean 
double  expense  to  someone. 

##*##***•# 

i 

411  The  Witness:  I  don’t  believe  I  finished  my  testi¬ 
mony.  The  point  I  want  to  make  here  is  that  whoever 
operates  any  of  these  routes,  local  service  route,  needs 
enough  of  the  operation,  needs  a  big  enough  package,  so 
we  can  set  up  adequate  facilities  to  do  a  real  job  of  develop¬ 
ing  business,  and  that  has  been  demonstrated,  I  think, 
by  this  exhibit. 

By  Mr.  WTieeler: 

Q.  That  is  particularly  important  in  a  large  city  such 
as  Detroit  and  Chicago?  A.  That  is  correct. 
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Q.  Now  Mr.  Buttomer,  would  you  turn  to  Chart  5,  on 
page  67?  Would  you  compare  Ozark,  North  Central  and 
Lake  Central’s  records  in  developing  traffic?  A.  That  is — 
Chart  5  is  a  graphic  statement  of  the  development  of  traffic 
of  the  several  carriers  in  this  proceeding.  The  top  bar  is 
all  indices,  that  is,  all  the  ones  selected  here  and  we  have 
equated  that  to  a  hundred,  or  unity,  for  purposes  of  com¬ 
parison.  Then  I  think  the  figures  following  explain 
themselves. 

412  For  example,  in  revenue  miles,  when  North  Central 
was  equated  to  Unity,  then  Ozark  had  an  index  figure 

of  70  percent  and  Lake  Central  38  percent,  etc.  With 
revenue  passenger  miles,  when  North  Central  equals  a  hun¬ 
dred,  Ozark  equals  55,  Lake  Central  equals  22,  and  so  on 
down  the  line. 

This  exhibit  demonstrates  the  greater  experience  that 
North  Central  has  had  in  developing  traffic  in  the  usual 
phases  of  the  local  service  industry. 

Q.  Now  Mr.  Buttomer,  would  you  turn  to  NOB-57,  page 
3?  Is  there  a  need  for  one-carrier,  one-plane  service  from 
route  7  intermediate  cities  to  Milwaukee  on  the  North 
Central  cities?  A.  Yes.  I  am  sure  there  is.  I  heard  the 
testimonv  of  citv  witnesses  and  I  had  given  this  some 
independent  study,  and  I  am  convinced  that  there  is  a 
communitv  of  interest  and  I  am  further  convinced  that 
it  has  not  had  an  opportunity  to  develop,  due  to  the  geo¬ 
graphic  impediment  of  the  Lake. 

In  the  top  portion  of  the  page  we  have  considered  the 
instant  proceeding  cities  and  the  percent  of  their  total 
traffic  with  the  destination  to  cross  Lake  Michigan,  and  we 
find  that  only  three  percent  of  the  total  boarded  passengers 
have  been  able  to,  or  found  it  possible  to  fly  to  their 
destinations. 

In  the  lower  part  of  the  page  we  show  the  other  cities  in 
Michigan  who  have  had  air  service  to  cities  on  the  west 
side  of  Lake  Michigan  for  a  number  of  years,  and  it  will  be 
noted  there  that  16%  percent  of  their  total  traffic 

413  went  to  destinations  on  the  west  side  of  the  Lake. 
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This  sort  of  follows  the  line  of  development  that 
the  route  7  cities  have  not  had  an  opportunity  to  develop 
traffic  either  locally  or  to  develop  their  community  of  inter¬ 
est  on  the  west  side  of  the  Lake. 

Mr.  Wheeler :  So  there  will  be  no  difficulty  about  who  is 
sponsoring  the  exhibits,  Mr.  Buttomer  assisted  in  the  prep¬ 
aration  and  designing  of  every  exhibit  in  the  book.  Both 
Mr.  Buttomer  and  Mr.  Ray,  Sr.,  went  over  every  exhibit. 
Particularly,  they  are  sponsoring  in  particular  these  ex¬ 
hibits,  but  I  do  not  believe  that  is  foreclosing  answering 
questions  on  other  exhibits. 

If  you  want  to  question  him  further  on  the  exact  exhibit, 
Mr.  Batchelor,  I  am  very  happy  to  have  you  do  so. 

Mr.  Batchelor:  I  am  just  trying  to  get  the  record 
straight.  You  said  certain  exhibits  would  be  sponsored 
by  certain  witnesses  and  he  testified  about  exhibits  and 
interprets  exhibits  which  he  apparently  did  not  prepare, 
or  at  least  you  did  not  name  him  as  sponsor. 

Mr.  Wheeler:  He  did  not  prepare  it.  He  assisted  in 
preparation. 

Mr.  Batchelor:  I  want  to  get  the  record  straight.  I 
want  to  know  who  to  address  the  questions  to  and  who 
would  be  qualified  to  answer. 

Mr.  Wheeler:  He  would  be  qualified  to  answer  on  the 
exhibits  he  has  testified  to,  in  addition  to  the  ones 
414  he  has  been  specifically  designated  to  sponsor.  , 

By  Mr.  Wheeler: 

Q.  Mr.  Buttomer,  I  refer  you  now — these  questions 
relate  to  the  schedules,  comparison  of  the  schedules  of 
North  Central,  Lake  Central  and  Ozark.  North  Central’s 
schedule  is  on  NOR-70,  page  2,  Ozark’s  schedule  is  on  A-3, 
and  Lake  Central’s  schedule  is  on  LCA-22.  Ozark  is  A-3, 
Lake  Central  is  22. 

Will  you  compare  North  Central’s  proposed  schedule 
with  Lake  Central’s  and  Ozark’s  and  state  why  you  con¬ 
sider  North  Central’s  to  be  better  or  worse?  A.  As  I 
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previously  testified,  North  Central  proposes,  as  its  initial 
offering,  three  round  trips  a  day,  spaced  as  nearly  as 
possible  to  meet  the  convenience  of  the  public  in  that  area. 
That  is,  with  respect  to  commuter  service,  and  to  connecting 
service  to  beyond  destinations.  Our  departure  times  are 
at  convenient  hours  of  the  day  for  business  travelers.  This 
type  of  schedule  is  possible,  because  we  are  already  estab¬ 
lished  in  each  terminal,  and  we  have  the  facilities  ready  to 
perform  the  operation. 

#**•**#»** 

416  By  Mr.  Wheeler: 

Q.  Mr.  Buttomer,  specifically  with  respect  to  the  sched¬ 
uling  on  Lake  Central,  I  refer  you  to  the  service  into 
Detroit.  I  believe  this  exhibit  shows  that  Lake  Central 
proposes  to  get  into  Detroit  at  12 :20.  A.  That  is  correct. 

Q.  And  leave  out  of  there  at  17?  A.  That  is  5:00  p.m. 

Q.  Considering  the  airport  time  do  you  consider  that 
gives  adequate  commuter  service  to  Detroit  ?  A.  No.  That 
would  only,  allowing  an  hour  and  a  half  time  for  limousine 
time  at  Willow  Run,  that  would  only  allow  a  commuting 
passenger  about  two  hours,  or  something  less  to  conduct 
his  business  in  downtown  Detroit.  Even  more  important, 
I  think  is  that  the  first  departure  out  of  Detroit  is  at  5:00 
o’clock  in  the  afternoon. 

That  would  have  little  commuter  value  for  the  inter¬ 
mediate  cities.  Let  me  analyze  this  a  little  further. 

I  will  have  to  retract  that  statement.  There  is  a  schedule 
at  7 :30  in  the  morning.  Two  round  trips,  again,  we  do  not 
feel  is  enough  service,  and  even  an  initial  offering. 

417  Wre  speculated  on  whether  to  come  in  with  a  proposal 
for  some  five  schedules  a  dav.  We  think  the  economv 

of  those  communities  will  support  it.  We  feel  that  three 
schedules  is  an  absolute  minimum  with  which  service  should 
be  undertaken. 

Q.  Does  North  Central  propose  to  serve  Detroit  Munici¬ 
pal  Airport  and  the  Willow  Run  Airport?  A.  Yes.  We 
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have  given  that  question  very  serious  study  since  we  have 
been  operating  into  Willow  Run.  A  year  ago,  on  the  4th 
of  April,  we  inaugurated  service  between  the  upper  Michi¬ 
gan  Penninsula  and  Detroit  via  the  intermediate  cities  of 
Lansing  and  Grand  Rapids  and  it  became  immediately  ap¬ 
parent  that  service  was  required  to  the  downtown  airport. 
That  wall  make  an  expensive  operation,  but  to  be  a  truly 
convenient  schedule  for  the  public,  that  operation  should 
serve  both  Willow  Run  and  Municipal  Airport.  It  must 
serve  Willow  Run  for  the  benefit  of  connecting  passengers, 
it  must  serve  the  downtown  airport  for  the  benefit  of  the 
local  passengers. 

Now  we  even  went  so  far  as  to  write  and  publish  a 
tariff  for  that  but  when  we  got  into  it  we  found  we  were 
not  quite  big  enough  to  swing  the  package  by  ourselves, 
with  the  two  flights  a  day  we  have  into  Detroit  and  we  are 
proposing  in  this  case  to  establish  a  downtown  base,  and 
to  serve  both  airports.  The  additional  round  trip  service, 
and  the  larger  operation,  which  route  7  would  provide 
would  make  it  possible  economically  for  us  to  serve  both 
those  cities,  and  there  is  ample  evidence  that  the 
418  public  convenience  requires  it. 

Q.  That  would  have  the  effect  of  benefiting  both 
your  present  system  and  your  Michigan  service  as  well  as 
Route  7  system.  A.  That  is  correct.  We  lose  lots  of  busi¬ 


ness  today  because  a  passenger  objects  to  being  deplaned 

at  Willow  Run  when  he  is  going  downtown.  That  would 

help  our  present  route.  It  would  increase  the  segment  7 

city  traffic,  even  above  what  we  have  estimated. 

Q.  Do  you  know  what  the  cab  fare  is  out  to  Willow  Run? 

A.  The  cab  fare  is  $7.50.  The  bus  fare,  I  believe,  is  $1.50. 

It  runs  every  20  minutes. 

* 

Q.  Does  Route  7  have  operational  advantages  to  North 
Central?  A.  Yes.  As  I  indicated,  we  are  in  both  terminal 
cities.  The  route  is  right  in  our  back  vard  as  vou  might 
say.  We  surround  it.  From  an  operating  standpoint,  it 
would  give  us  the  opportunity  to  get  greater  utilization 


out  of  our  facilities  at  Detroit,  and  at  Chicago,  which 
would  mean  a  more  economical  operation. 

It  would  tie  together  the  two  tagging  ends  or  the  two 
extremities  of  our  operation,  and  would  make  for  very 
efficient  equipment  rotation,  and  utilization,  and  crew  rota¬ 
tion.  We  could  operate  aircraft  in  several  directions  here 
to  get  them  where  we  need  them.  It  would  make  a 

419  variety  of  service  possible  which  up  to  this  point  we 
have  not  been  able  to  achieve  and  of  course  which 

would  not  be  possible  for  the  applicants.  It  would  give 
us  an  opportunity  to  establish  ourselves  in  both  terminals, 
which  would  mean  better  service  for  everybody.  For  the 
first  time  it  would  give  Milwaukee  and  the  Wisconsin 
cities  one  carrier  service  to  the  Michigan  cities  where  thev 
have  a  strong  community  of  interest. 
********** 

Another  thing  it  would  put  our  surplus  aircraft  to  work. 
We  already  have  more  aircraft  than  we  need  for  our  pres¬ 
ent  operation  and  it  would  give  us  a  chance  to  get  more 
utilization  out  of  the  aircraft,  and  correspondingly,  greater 
equipment  utilization. 

Q.  How  many  aircraft  do  you  presently  have,  Mr.  But- 
tomer?  A.  We  have  19  aircraft. 

Q.  How  many  are  used  and  useful  in  your  present  op¬ 
eration?  A.  Fifteen,  I  think,  with  the  summer  schedules. 
Q.  That  gives  you  four  additional  surplus  aircraft  to 
use  on  this  and  other  routes  that  you  have  applied 

420  for?  A.  That  is  correct. 

Q.  Did  you  finish?  A.  I  guess  I  indicated  it  would 
spread  our  costs  at  Detroit,  and  Chicago,  and  make  a  more 
efficient  operation  there,  and  it  would  generally  have  the 
effect  of  reducing  our  system  operating  costs  three  or 
four  cents  a  mile.  I  do  not  know  exactlv  but  it  is  a  sub- 
stantial  amount. 

********** 

421  Q.  Now,  Mr.  Buttomer,  I  would  like  to  pass  now 
to  the  financial  aspects  of  the  case. 
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422  How  does  North  Central  propose  to  meet  the 
capital  requirements  of  Route  7  operation,  and  I 

refer  you  now  to  NOR-70,  page  5.  A.  Well,  in  the  first 
place,  we  are  not  talking  about  very  much  money.  We  al¬ 
ready  have  the  airplanes,  as  I  have  previously  testified, 
more  than  we  need.  We  have  an  abundance  of  spare  parts, 
props,  spare  engines.  We  wouldn’t  have  to  make  any  ex¬ 
penditure  whatever  for  equipment  which  reduces  the  capital 
requirements  by  some  209,000  dollars. 

We  are  presently  in  Chicago,  and  Detroit,  and  we  would 
have  little  or  no  additional  expense  to  equip  those  sta¬ 
tions — at  least  there  would  be  no  capital  items  required 
there.  i 

Now  on  the  intermediate  cities,  there  is  a  number  of 
ways  of  providing  the  equipment  there.  For  one  thing,  we 
feel  that  at  least  certain  of  the  segment  5  cities  will  be 
suspended,  which  means  we  will  have  the  ground  equipment 
at  those  locations  that  can  be  used  here.  If  that  does  not 
materialize,  as  I  indicated,  we  are  not  talking  about  much 
money  and  we  have  several  sources  to  get  that. 

For  one  thing,  we  have  an  open-end  line  of  credit  with 
the  bank  for  a  hundred  thousand  dollars  in  Minneapolis — 

Q.  The  specific  bank?  A.  First  National  Bank. 

Q.  The  Northwest  Bank?  A.  Northwestern  National, 
to  be  used  as  we  need. 

423  Secondly,  we  have,  we  feel,  a  substantial  amount 
coming  from  the  Government  in  the  form  of  mail 

pay.  We  are  now  going  into  our  permanent  mail  rate, 
which  hasn’t  been  in  effect  since  1951.  We  feel  that  we 
have  at  least  somewhere  in  excess  of  200  thousand  dollars 
coming  from  that  source,  wdiich  would  be  interest  on  our 
investment  from  1951. 

Q.  Would  you  explain  that  in  a  little  more  detail?  How 
much  do  you  estimate  your  average  investment  to  be  ? 
A.  About  2  million  dollars. 

Q.  Between  1  million  and  2  million?  A.  Yes. 

Q.  The  conservative  figure  at  8  percent  for  three  years 
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would  be  how  much?  Say  a  million  dollars,  8  percent  would 
be  SO  thousand  dollars  a  year  for  three  years?  A.  Yes. 

Q.  You  would  have  just  from  that  item  alone —  A. 
Something:  over  two  hundred  thousand  dollars;  240  thou¬ 
sand  dollars.  Actually,  we  feel  we  have  more  than  that 
but  I  have  taken  that  at  a  minimum  statement,  because 
there  is  a  lot  of  controversy  goes  into  those  cases  but  that 
would  be  the  minimum  I  think  we  would  have. 

Q.  With  respect  to  the  Northwest  Bank  for  a  moment 
did  you  say  we  had  an  open  line  of  credit  for  one  hundred 
thousand  dollars?  A.  Yes.  Then  we  are  into  a  financing 
program  now. 

424  We  are  currently  nearing  the  financial  stages  of 
equity  financing  where  we  are  going  to  issue  con¬ 
vertible  debentures.  I  cannot  disclose  the  detail  of  that 
now.  That  will  raise  between  350  and  half  a  million  dollars. 

Mr.  Grisard:  May  I  have  that  figure  again? 

The  Witness:  Between  350  and  a  half  million  dollars. 

By  Mr.  Wheeler: 

Q.  This  convertible  debenture  is  going  through  its  final 
stages?  A.  Yes. 

Q.  Is  it  a  six  percent  debenture?  A.  Five  or  six.  I 
think  that  is  one  of  the  things  we  are  haggling  over. 

Q.  Is  it  a  ten  year  debenture?  A.  Yes. 

Q.  Is  it  to  be  payable  after  the  payments  have  been  con¬ 
cluded?  A.  Yes. 

Q.  Is  it  a  convertible  debenture?  A.  Yes. 

Q.  It  is  going  to  be  filed  with  the  SEC?  A.  Sometime 
in  the  next  few  weeks.  Not  more  than  60  days. 

Mr.  Batchelor :  Mr.  Examiner,  I  think  the  witness  ought- 
to  supply  the  details  of  this  arrangement.  I  do  not  believe 
Counsel  ought  to  testify. 

425  Examiner  Henderson:  Mr.  Wheeler,  I  think  you 
know  how  to  refrain  from  leading  the  witness. 

The  Witnesss :  I  think  what  I  would  like  to  do  is  leave 
the  record  open  for  the  prospectus  and  the  details  of  this 
offering  when  it  is  made  public. 
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Mr.  Batchelor:  We  will  object  to  that  unless  it  is  before 
the  record  is  closed. 

Examiner  Henderson:  Yes.  We  will  manage  that  a 
little  later. 

I  don’t  think  he  is  ready  for  that  yet. 

Mr.  Wheeler:  Here  is  the  procedure  which  I  propose  to 
follow  in  this  proceeding.  When  the  prospectus  is  tiled 
with  the  SEC,  and  has  been  cleared  by  the  SEC,  if  the  Ex¬ 
aminer  wishes  or  at  the  convenience  of  the  parties,  if  it  be 
not  objectionable  by  the  parties,  I  would  like  to  have  that 
part  of  the  record.  If  it  is  not  made  part  of  this  record 
by  agreement,  I  propose  to  file  a  motion  to  reopen  the 
record  for  the  specific  purpose  of  introducing  this  pro¬ 
spectus,  if  nothing  further. 

Examiner  Henderson:  That  will  be  the  procedure  we 
would  have  to  follow.  j 

Mr.  Batchelor:  Yes.  We  would  object  to  keeping  the 
record  open  until  that  cleared  with  SEC.  If  they  can 
show  proper  justification  for  reopening  then  that  is  a 
matter  to  pursue  at  the  time  it  is  finally  cleared  by  the 
SEC. 

Mr.  Wheeler:  I  will  be  glad  to  follow  that  procedure. 

Mr.  Batchelor:  I  am  not  agreeing  to  it.  I  am  sug- 
426  gesting  like  the  Examiner  that  that  is  the  procedure 
to  be  followed. 

Examiner  Henderson:  That  is  the  proper  procedure. 

By  Mr.  Wheeler : 

Q.  All  of  these  sources  of  capital,  Mr.  Buttomer,  I  be¬ 
lieve  from  your  exhibit  shows  that  these  sources  are  to  pro¬ 
duce  13,960  dollars?  A.  Yes.  That  is  the  point  I  am 
afraid  got  lost  in  the  shuffle  here.  We  talked  about  these 
big  figures.  The  amount  of  money  we  actually  need  to 
handle  this  operation  is  13,969  dollars  to  equip  these  sta¬ 
tions,  assuming  that  we  don’t  suspend  in  any  of  the  seg¬ 
ment  5  cities.  We  have  already  the  equipment  which  is 
the  large  expense.  I  am  not  sure  that  the  financing  ar- 
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rangements  are  even  important  to  this  hearing  because  we 
need  such  a  little  bit  of  money,  our  working  capital  will 
improve  rapidly  when  we  terminate  in  segment  5  cities 
and  as  far  as  this  particular  route  goes  I  cannot  see  we 
need  any  additional  financing. 

Examiner  Henderson:  So  as  a  matter  of  fact,  it  is  not 
necessary  to — you  could  go  right  along  without  getting  in 
this  other  information  about  the  debentures'? 

The  Witness :  Yes.  I  thought  it  was  of  some  interest  in 
the  proceeding  but  I  wouldn’t  say  it  was  a  compelling  issue 
here. 

Mr.  Wheeler:  Off  the  record,  Mr.  Examiner. 

Examiner  Henderson:  Off  the  record. 

(Discussion  off  the  record) 

Examiner  Henderson:  On  the  record. 

427  This  is  a  good  time  to  have  a  short  recess. 

(Short  recess  taken) 

Examiner  Henderson :  We  will  now  resume,  please. 

By  Mr.  Wheeler: 

Q.  Mr.  Buttomer,  would  you  turn  to  Lake  Central’s  Ex¬ 
hibit  27,  please?  A.  Yes.  I  have  it. 

Q.  That  is  a  profit  and  loss  statement  for  "Route  7  as 
estimated  by  Lake  Central  Airlines?  A.  Yes. 

Q.  Would  you  comment  on  that  exhibit,  please,  sir?  A. 
My  feeling  is  that  this  is  an  understatement  of  the  expense 
on  that  operation.  L7nfortunately,  there  isn’t  enough  de¬ 
tail  supplied  with  the  exhibit  to  do  a  very  thorough  job 
of  analyzing  it,  but  I  can  see  one  or  two  discrepancies,  or 
at  least  in  my  judgment  where  items  are  understated. 

G.  &  A.,  particularly,  comes  to  my  attention.  G  &  A. — 
and  this  is  on  an  added  cost  basis,  this  exhibit — G.  &  A.  is 
stated  as  point  33  cents  per  airplane  mile,  which  is  entirely 
unrealistic.  That  figure  should  at  least  be  large  enough, 
a  minimum,  to  include  taxes  on  the  labor  items  shown 
above — that  is,  four  percent  of  all  the  labor  items  is  a 
G.  &  A.  expense,  which  is  not  provided  for  here,  and  public 
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liability  and  property  damage,  personal  injury,  is  not  in¬ 
cluded  in  that  figure.  The  figure  is  not  big  enough.  I 

428  know  that  it  is  too  small  by  those  accounts  and 
possibly  by  others,  such  as  travel  and  other  ex¬ 
penses,  that  would  be  G.  &  A.  with  regard  to  this  operation. 

I  would  estimate  three  cents,  or  in  that  neighborhood 
would  be  a  more  realistic  figure  for  general  and  adminis¬ 
trative  expense  as  an  added  basis. 

Now  with  respect  to  some  of  these  very  labor  items  I 
am  inclined  to  believe  they  are  understated.  There  is  no 
detail  given  to  personnel,  but  Lake  Central  indicated  that 
it  expects  to  serve  cities  like  Battle  Creek,  with  four  addi¬ 
tional  employees,  and  I  believe  that  also  is  unrealistic. 
Battle  Creek,  estimates  indicate  that  Battle  Creek  Air¬ 
port  will  handle  some  50  passengers  a  day,  and  with  four 
people  on  duty  in  Battle  Creek,  that  would  be  about  one 
and  a  third  persons  or  one  and  a  fourth  persons  on  duty 
at  all  times. 

It  couldn’t  handle  the  operation.  In  a  city  of  that  size 
the  minimum  people  on  duty  to  handle  that  many  passen¬ 
gers  would  have  to  be  three.  It  takes  one  man  to  handle 
the  ticket  counter,  and  the  telephone  and  its  take  one  man 
to  work  the  ramp  and  that  is  an  absolute  minimum,  when 
you  handle  that  many  passengers,  so  I  am  certain  that  the 
labor  items  for  Battle  Creek,  at  least,  are  understated  and 
should  possibly  be  six  or  seven  rather  than  the  four  that  is 
proposed,  and  I  think  that  Lake  Central  in  this  cost  esti¬ 
mate  proposes  to  handle  the  Chicago  operation  with 

429  one  additional  person.  That  is  entirely  impossible. 

#  #  * 

###**####* 

435  Q.  Mr.  Buttomer,  the  exhibits  shows  280  thou¬ 
sand  dollars  is  what  they  intend  to  borrow  on  seven 
aircraft,  does  it  not?  A.  That  is  correct. 

Q.  That  may  be  more  than  they  originally  borrowed  on 
those  aircraft?  A.  It  could  very  well  be. 

Q.  Do  you  believe  that  they  can  borrow,  not  only  as 
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much  but  more  than  they  originally  borrowed  on  these  air¬ 
craft?  A.  No,  because  the  market  is  softer  since  the  time 
of  the  original  borrowing  and  airplanes  are  further  de¬ 
pleted.  More  useful  life  has  been  taken  out  of  the  aircraft 
so  I  doubt  if  it  could  be  done. 

Q.  Is  this  an  example  of  the  well-known  theory  of  wast¬ 
ing  assets?  A.  Yes.  It  is  just  like  a  motor  car  you 

436  bought  last  year  and  financed  as  a  new  car  and  you 
refinance  it  next  year,  you  cannot  go  back  and  get 

the  original  amount  of  money  on  it  from  a  lending  house. 
Lending  houses  do  not  operate  that  way. 

Q.  Much  less  more  than  the  amount?  A.  That  is  correct. 

Q.  From  your  experience,  Mr.  Buttomer,  if  a  DC-3  is 
used  as  collateral  what  percent  of  the  value  of  the  air¬ 
plane  will  the  bank  generally  loan?  A.  About  40  percent. 

Q.  But  no  more  than  50  percent?  A.  No  more  than  50. 
An  airplane  is  poor  collateral. 

Q.  Why  is  it  poor  collateral?  A.  If  you  have  to  re¬ 
plevin  you  cannot  even  take  it  home  with  you.  That  is  what 
banks  told  me.  There  isn’t  anything  you  can  do  on  it.  Neces¬ 
sarily  the  amounts  loaned  on  airplanes  are  on  the  mini¬ 
mum  side  rather  than  on  the  full  side. 

Q.  Do  you  have  any  comments  you  would  care  to  make 
on  Ozark’s  exhibits?  A.  Any  particular  one? 

Q.  The  finance  exhibit.  Would  you  turn  now,  Mr.  But¬ 
tomer,  to  Ozark’s  Exhibit  A-5  and  do  you  have  any  com¬ 
ments  to  make  about  that  forecast  there?  A.  Here  is  an¬ 
other  exhibit  that  hasn’t  enough  supporting  data  really 
to  provide  a  basis  for  a  thorough  analysis  unfortunately, 
but  reading  this  exhibit  at  face  value,  I  notice  cer- 

437  tain  deficiencies. 

Assuming  that  the  labor  costs  are  right  and  the 
other  costs  are  proper,  once  more  G&A  is  understated. 
Ozark  has  allowed  six-tenths  of  one  percent  per  mile  for 
general  and  administrative,  and  that  is  not  enough  monev 
to  provide  for  the  payroll  taxes  on  the  labor  items,  which 
is  about  four  percent  of  the  labor  items  and  to  provide 
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public  liability  and  property  damage,  and  protection  for 
the  public,  and  with  the  usual  things,  the  usual  added  costs 
that  have  to  go  into  G&A,  I  would  suggest  that  a  more 
realistic  figure  for  that  would  be  somewhere  in  the  neigh¬ 
borhood  of  3  cents  a  mile  at  least. 

Now  I  notice  there  is  no  depreciation.  I  cannot  quite  ac¬ 
count  for  that.  This  will  require  one  aircraft,  at  least,  and 
it  crowds  one  aircraft  to  get  around  two  round  trips  per 
day  on  the  route  and  some  provisions  on  an  added  cost 
basis  should  be  made  for  depreciation.  I  think  generally 
speaking  there  is  not  enough  money  provided  here  for 
station  expense. 

The  whole  exhibit  is  a  minimum  statement  of  cost.  As 
I  indicated  I  do  not  have  enough  material  to  analyze  the 
detail,  but  there  is  not  enough  G&A,  there  is  no  deprecia¬ 
tion,  and  it  would  appear  that  a  more  realistic  figure  would 
be  another  20  or  25  cents  a  mile.  The  only  costs  that  I  have 
that  are  indicated  here  are  the  ones  on  station  expense, 
and — or  rather,  capital  items  and  station  expense,  and  I 
am  certain  that  there  is  not  enough  money  provided 
438  here  to  staff  these  two,  or  equip  these  stations. 

Of  course,  that  has  no  bearing  on  the  profit  and 
loss  statement,  no  direct  bearing. 

Q.  Does  that  conclude  your  testimony?  A.  I  would  like 
to  find  that  exhibit  on  station  equipment. 

Q.  Next  to  the  last  page.  A.  C-12. 

Examiner  Henderson:  What  page? 

The  Witness :  Page  1  of  two. 

There  is  not  enough  money  provided  there  to  equip 
three  stations.  The  figures  included  there  in  the  station 
unit  price  will  not  begin  to  provide  all  the  items  required 
in  the  station,  and  the  proposal  assumes  that  the  opera¬ 
tion  can  be  handled  in  Detroit  for  a  flat  monthly  charge  of 
a  thousand  dollars,  which  is  certainly  on  the  minimum  side, 
and  I  see  no  provisions  whatever  for  added  expense  in 
Chicago  for  handling  this  work  load  which  is  very  sub¬ 
stantial,  which  we  all  agree  amounts  to  a  great  many 
passengers. 
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The  only  purpose  for  introducing  this  testimony  is  to 
show  that  the  profit  and  loss  statement,  that  is,  the  cost 
exhibit,  is  grossly  understated,  just  on  face  value  from 
the  things  we  know’  should  be  in  there. 

#####*##** 

439  Cross  Examination 

441  By  Mr.  Palmer: 

Q.  Mr.  Buttomer,  I  believe  you  testified  this  morning 
that  you  had  general  supervision  of  the  preparation  of 
these  exhibits.  Is  that  correct?  A.  Yes.  That  is  correct. 

Q.  Referring  now  briefly  to  Exhibit  No.  23,  and  Exhibit 
No.  26 —  A.  I  have  Exhibit  23. 

Q.  Page  27  and  page  39.  In  these  exhibit,  Mr.  Buttomer, 
Mr.  Prather  raised  a  question  yesterday  concerning  no 
service  listed  under  Kalamazoo  in  each  of  these  exhibits. 

Is  it  not  true  that  in  your  opinion  there  w’as  no  ade¬ 
quate  service  at  the  time  the  dates  listed  in  these  par¬ 
ticular  exhibits,  nor  is  there  adequate  service  now’  for 
Kalamazoo  since  only  the  east-w’est  traffic  is  avail- 

442  able  for  Kalamazoo  through  Battle  Creek.  A.  Yes. 
That  is  true. 

Q.  Is  that  true?  A.  Yes. 

Q.  So  that  in  effect  the  present  east-west  service  for 
Kalamazoo  is  equivalent  to  no  service?  A.  Well,  I  don’t 
know  if  I  wfill  go  that  far.  It  is  certainly  not  adequate 
because  it  is  served  through  the  Battle  Creek  Airport,  but 
it  is  still  service  and  must  be  useful  to  someone.  It  is  not 
adequate  service. 

Mr.  Palmer:  I  believe  that  is  all. 
**#**•••*• 

477  By  Mr.  Batchelor: 

Q.  Which  of  the  low’er  Michigan  cities  are  staffed  with 
North  Central  personnel,  and  wdiich  are  served  by  con- 
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tracts  with  other  carriers?  A.  The  only  one  served  by  con¬ 
tract  with  other  carriers  is  Grand  Rapids,  where  Lake 
Central  handles  our  operation.  Some  functions  are 
478  performed  in  Detroit  by  Northwest.  We  do  not  have 
our  own  porters  in  Northwest  for  example  and 
Northwest  handles  our  ticket  counter,  we  have  our  own 
office  staff. 

We  do  have  our  own  operating  staff,  our  own  radio  and 
tele-type  equipment,  our  own  reservations  people,  our  own 
station  manager.  The  reason  we  have  to  use  Northwest 
boarding  facilities  is  because  up  until  now  a  space  has 
not  been  available  in  the  terminal  building  to  get  our 
own  establishment.  We  expect  that  situation  to  be  cor¬ 
rected  in  the  next  60  days. 

#  *  *  *  *  *  *  #  #  >  • 

508  By  Mr.  Shoemaker: 

Q.  Could  you  tell  me  what  the  significance  of  Chart  No.  5 
is — the  chart  behind  page  66?  A.  We  hope  to  demon¬ 
strate  by  that  chart  that  we  had  had  more  experience  and 
know-how  in  developing  local  traffic  than  the  other  appli¬ 
cants. 

Q.  That  is  the  only  purpose  of  the  chart?  A.  And  we 
are  better  able  to  undertake  the  development  of  this  seg¬ 
ment  between  Chicago  and  Detroit. 

Q.  Well,  the  fact  that  you  have  the  know-how  and  you 
are  a  little  deeper  in  experience  perhaps  than  another  car¬ 
rier,  do  you  feel  that  that  is  sufficient  enough?  A.  No, 
sir,  but  it  should  receive  very  careful  consideration,  and 
a  certain  amount  of  added  weight. 

Q.  That  is,  there  should  also  be  considered  the 

509  integration?  A.  That  is  correct.  The  fact  that  the 
route  is  already — we  are  in  both  terminals  and  it  is 

right  in  the  middle  of  our  present  operation.  This  is  just 
one  of  the  elements  we  think  that  should  be  considered  in 
allocating  this  route  to  North  Central  Airlines. 

Q.  I  believe  that  you  testified  that  you  would  expect  an 
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increase  in  traffic  from  the  cities  in  question  in  tins  pro¬ 
ceeding  to  the  various  cities  on  the  other  side  of  the  lake. 
A.  Yes. 

Q.  Namely,  Lake  Michigan,  to  the  various  other  cities 
in  that  area?  A.  Yes,  sir.  There  has  been  testimony,  and 
we  have  some  other  evidence  that  there  is  a  strong  com¬ 
munity  of  interest  from  segment  7  cities  over  to  Wausau 
and  Milwaukee  and  Racine,  and  cities  in  that  general 
area — Madison,  even  as  far  as  Green  Bay. 

Q.  How  would  you  expect  a  Jackson  passenger  to  go  to 
Minneapolis,  for  instance!  A.  Well,  as  a  practical  matter, 
we  would  sell  a  Jackson  passenger  a  ticket  to  Detroit  and 
then  put  him  on  Northwest  non-stop.  We  always  try  to 
sell  transportation  in  the  best  interest  of  the  passenger  and 
I  think  that  would  be  true  there. 

Q.  How  would  you  send  a  passenger  from  Jackson  to 
Milwaukee?  A.  We  would  probably  take  him  to 
510  Chicago  and  up  on  our  flight  from  Chicago  to  Mil¬ 
waukee.  It  would  depend  somewhat  on  the  avail¬ 
ability  of  schedules  and  when  he  wanted  to  go.  We  would 
try  to  give  him  the  best  service  available. 

Q.  Would  he  need  a  connection,  a  plane  connection  there? 
A.  Probably  not.  We  can  route  the  same  aircraft  up 
there. 

Q.  Under  your  proposed  service  pattern,  would  he  have 
single  plane  service?  A.  We  would  try  to  maintain  that 
at  all  times. 

Q.  I  do  not  believe  that  is  quite  answering  my  question, 
I  asked  you,  would  a  traveler  from  Jackson  to  Milwaukee 
enjoy  a  single-plane  service  via  North  Central  Airlines 
under  your  proposed  service  pattern?  A.  Yes. 

Q.  Would  the  same  be  true  for  Green  Bay?  A.  Well, 
there  is  two  opportunities  there.  We  might  take  the 
passenger  to  Chicago  and  continue  north,  or  we  might  take 
him  to  Detroit  and  carry  him  over  our  upper  pen¬ 
insula  route.  I  think  that  one  we  would  have  to  weigh  on 
its  merits  at  the  time,  considering  the  relative  times  and 
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the  relative  tariffs.  We  haven’t  investigated  every  pos¬ 
sible  combination  of  routings  here.  We  would  give  the 
customer  the  best  service  available  however,  and  the 
cheapest. 

Q.  Could  you  tell  me  what  particular  community  of  in¬ 
terest  there  is  between  Battle  Creek  and  Oshkosh?  A. 

Machine  tools  would  be  the  common  denominator. 
511  They  are  both  in  the  steel  business.  They  make 
tools,  parts,  component  parts  for  motor  cars.  That 
is  true  of  all  of  those  central  Wisconsin  cities. 

#  •  #  *  *  •  •  *  #  • 

515  Recross  Examination 

By  Mr.  Palmer: 

Q.  Mr.  Buttomer,  in  connection  with  your  company’s 
application  for  this  service  on  Route  7,  did  you  have  oc¬ 
casion  to  make  a  survey  of  the  economic  conditions  of  the 
cities?  A.  Yes.  I  have  been  in  all  the  cities  several  times 
in  the  last  year. 

Q.  Would  you  say,  Mr.  Buttomer,  that  the  business  man 
in  Kalamazoo  would  be  at  a  competitive  disadvantage  in 
not  having  east-w^est  air  traffic  at  his  airport  as  compared 
with  the  business  man  in  the  similar  city  having  east-west 
service  at  his  airport?  A.  Yes,  I  -would.  The  corn- 

516  petitive  implications  in  air  transportation  today  are 
tremendous.  We  will  take  Kalamazoo.  I  could  use 

some  other  city  but  Kalamazoo  is  competing  in  world  mar¬ 
kets  and  in  domestic  markets  with  Battle  Creek,  it  is  com¬ 
peting  with  Flint,  Saganaw,  it  is  competing  with  half  a 
dozen  other  cities — Toledo  and  a  number  of  other  cities 
in  that  same  area  with  the  same  products.  They  all  make 
machine  tools.  They  all  make  sheet  metal  and  steel  and 
a  few  of  them  are  in  a  few  other  things  but  they  are  try¬ 
ing  to  compete  and  certainly  they  are  at  a  disadvantage  if 
they  do  not  have  the  same  set  of  tools  to  work  with. 
Business  is  like  everybody  else.  It  follows  the  path  of 
least  resistance,  and  if  it  is  easier  to  get  to  one  place  than 
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it  is  to  Kalamazoo  and  they  can  buy  the  same  products,  the 
tendency  is  to  go  there  and  if  for  no  other  reason,  to  level 
off  the  competitive  elements  of  the  economy  of  those  com¬ 
munities,  Kalamazoo  ought  to  have  air  transportation  as 
good  as  the  rest  of  the  cities. 

There  are  other  reasons,  hut  that  is  at  least  one  consid¬ 
eration  which  should  be  called  to  the  Board’s  attention. 

Q.  Taking  as  a  specific  example  the  Upjohn  Company  in 
the  city  of  Kalamazoo  which  manufactures  some  700  or 
so  different  formulas  of  pharmaceuticals,  would  that  com¬ 
pany  be  at  a  competitive  disadvantage  in  not  having  east- 
west  air  traffic  at  Kalamazoo  Airport?  A.  Very  definitely. 
They  are  competing  with  companies  like  Lambert,  in  St. 

Louis,  for  example,  where  they  have  excellent  air 
517  service.  It  is  one  more  competitive  tool  they  do 
not  have  to  work  with. 

Q.  By  granting  this  east-west  air  traffic  to  Kalamazoo  at 
its  airport,  would  we  be  eliminating  this  competitive  dis¬ 
advantage  you  speak  of?  A.  Yes. 

Q.  That  in  turn  would  be  of  direct  benefit  to  the  economy 
of  Kalamazoo,  is  that  correct?  A.  Yes. 

Mr.  Palmer:  Thank  you,  sir. 

**#••*••*• 
521  James  G.  Ray,  Jr. 

was  sworn  and  testified  as  follows: 

Direct  Examination 
By  Mr.  Wheeler: 

«*#•••••#• 

534  Q.  Mr.  Bay,  I  refer  you  now  to  NOR-70,  page  5. 

These  are  the  capital  requirements  schedule.  What 
are  the  capital  requirements  necessary  to  operate  route  7 
for  North  Central?  A.  Actually,  pages  5  and  6  are  a 
schedule  of  depreciation.  The  aircraft  shown  in  the  flight 
equipment  are  already  on  hand.  Of  the  ground  equipment 
shown  in  the  second — in  page  6,  the  total  of  $13,969,  a 
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portion  of  that  is  already  on  hand  but  I  don’t  know  how 
much.  It  would  be  some  amount  less  than  the  $13,969 ;  in 
addition  to  that  requirement  there  would  be  a  requirement 
for  working  capital.  It  is  my  estimate  that  the  amount  of 
ground  equipment  on  hand  would  balance  the  working 
capital  requirement  and  that  $13,969  is  about  the 
535  capital  requirement. 

#  *  #  #  m  *  #  *  •:# 

537  Q.  Mr.  Ray,  Lake  Central  has  estimated  its  G&A 
account  in  exhibit  LCA  27  at  .33  cents.  Do  you  con¬ 
sider  this  understated?  A.  Yes.  With  reference  to  page 

11  of  NOR-70,  the  right  hand  column,  6600  or  gen- 

538  eral  and  administrative  account,  we  have  inserted 
in  that  account  items  such  as  other  employees.  That 

is  actually  an  accountant  to  help  handle  the  new  revenue 
that  will  be  gained  by  the  company,  and  it  is  my  opinion 
that  the  present  accounting  force  of  an  airline  that  is  going 
to  increase  its  business  by  a  percent,  which  in  the  case  of 
Lake  'Central  was  how  much — 

Q.  68 —  A.  — couldn’t  possibly  do  so  without  some¬ 
one  employed  into  the  accounting  force. 

There  is  also  in  account  6600  on  page  12  of  NOR-70 
other  items,  including  payroll  taxes  and  employee  wel¬ 
fare  insurance  which  must  be  put  in  that  account.  I  can¬ 
not  conceive  of  how  they  could  total  to  an  amount  as  little 
as  less  than  one  cent  a  mile. 

•  ##****#*# 

564  R-ecross  Examination 

By  Mr.  Palmer : 

565  Q.  Mr.  Ray,  referring  to  particularly  NOR  Ex¬ 
hibit  23  pages  1  through  4,  and  NOR  Exhibit  26, 

two  days  ago  when  you  were  on  the  stand  in  response  to 
Mr.  Prather’s  question  concerning  the  insertion  of  the 
word  “airport”  in  each  of  the  designated  cities  on  those 
exhibits,  I  believe  you  responded  to  the  effect  that  you 
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would  agree  that  the  word  “airport”  could  be  inserted, 
isn’t  that  correct?  A.  That  is  correct. 

Q.  Now  directing  your  attention,  Mr.  Ray,  to  page  3  of 
4,  on  NOR  Exhibit  23,  if  you  inserted  the  word  “airport” 
beneath  the  city,  Kalamazoo,  on  that  exhibit,  would  it  not 
show  that  one  passenger  was  picked  up  at  Kalamazoo  air¬ 
port  by  American  Airlines  under  September,  1950?  A. 
Yes,  that  would  be  true. 

Q.  Referring  also  to  page  4  of  4,  would  it  not  also  show 
that  each  passenger  listed  under  Kalamazoo  in  that  ex¬ 
hibit  would  have  been  picked  up  at  Kalamazoo  airport  by 
American  Airlines?  A.  That  is  true. 

Q.  Mr.  Ray,  in  your  investigation  of  this  case,  is  that 
a  fact?  A.  That  is  not  a  fact. 

Q.  So  that  with  particular  reference  to  the  exhibits  that 
I  have  set  forth,  the  word  “airport”  would  not  be  in¬ 
serted  under  the  city,  Kalamazoo  with  reference  to 
566  the  American  Airlines,  enplaning  or  debarking 
passengers  at  the  Kalamazoo  airport?  A.  That  is 
correct. 

Q.  With  particular  reference  to  that  question,  Mr.  Ray, 
about  these  exhibits  showing  no  service  to  Kalamazoo,  is 
it  not  true  that  no  adequate  service  now  exists  for  the 
city  of  Kalamazoo  since  the  only  east-west  air  service  is 
through  the  Battle  Creek  airport?  A.  I  believe  in  my 
earlier  testimony  I  stated  that  the  full  traffic  potential  of 
Kalamazoo  could  not  be  developed  through  the  Battle 
Creek  airport.  I  think  that  ties  in  with  your  question. 

Q.  I  believe  you  used  the  word  “starve”?  A.  That  is 
correct. 

Q.  With  reference  to  that  you  meant  the  city  of  Kala¬ 
mazoo  was  being  starved  for  east-west  traffic?  A.  That 
is  correct. 

Q.  Now  when  you  used  this  word  “no  service”  in  these 
exhibits,  what  did  you  intend  to  conclude  by  the  use  of 
those  words?  A.  I  intended  to  show  that  there  was  no 
direct  service  to  Kalamazoo  through  the  Kalamazoo  air¬ 
port. 
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Q.  Would  it  be  your  conclusion  as  a  result  of  all  this, 
Mr.  Ray,  that  there  is  no  adequate  service  to  the  City  of 
Kalamazoo,  east-west?  A.  That,  of  course,  hinges 
567  on  the  definition  of  adequate.  I  would  say  for  short 
haul  transportation,  certainly  my  definition  of  ade¬ 
quate  would  indicate  that  there  is  no  adequate  service  to 
Kalamazoo  east  and  west  now. 

When  it  comes  to  long  haul  transportation,  say,  of  some¬ 
one  from  Kalamazoo,  if  someone  from  Kalamazoo  wants 
to  go  to  Los  Angeles  or  some  place  fo  that  kind,  they! can 
travel  to  Battle  Creek  and  receive  a  service  that  might  fill 
the  definition  of  adequate. 

Q.  When  you  make  that  conclusion,  Mr.  Ray,  are  you 
bearing  in  mind  that  there  is  only  one  trip  west  out  of 
Battle  Creek?  A.  Well,  that  is  really  a  different  matter 
from  the  service  through  the  airport.  I  mean  you  can  al¬ 
ways  argue  as  to  whether  one  round  trip  a  day  is  ade¬ 
quate  service  or  not.  The  longer  the  haul  the  more  one 
round  trip  becomes  adequate.  For  short  haul  it  is  my 
opinion  that  one  round  trip  is  never  adequate. 

Q.  So  then  it  is  your  opinion  in  this  case  that  it  is  not 
adequate,  is  that  right?  A.  For  short  haul,  yes. 

Mr.  Palmer:  That  is  all. 

********** 

570  Mr.  Wheeler:  Mr.  Examiner,  I  move  the  inclu¬ 
sion  in  evidence  of  North  Central’s  Exhibits  previ- 

ouslv  identified. 

* 

Examiner  Henderson:  As  previously  identified,  NR-3- 
A,  was  that  embraced  by  the  bound  volume? 

Mr.  Wheeler:  No,  sir.  I  will  be  glad  to  enumerate  them. 
The  bound  volume  exhibits  is  NOR-1  through  70,  inclusive, 
NOR-3-A,  NOR-70,  page  16,  first  revision,  and  NOR  Rebut¬ 
tal  Exhibits  1  through  3,  inclusive. 

Examiner  Henderson:  In  other  words,  the  NOR-3-A  and 
Rebuttal  Exhibits  1,  2  and  3  are  not  in  the  bound  volume? 

Mr.  Wheeler:  Yes,  sir. 
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Examiner  Henderson:  Any  objection? 

(No  response.) 

Examiner  Henderson:  There  being-  no  objection  at  this 
time,  North  Central’s  bound  volume  which  has  been  identi¬ 
fied  as  NOR-1  through  70,  and  North  -Central’s  Exhibits 
NOR-3-A,  and  NOR-R-1  through  3  are  received  in  evi¬ 
dence. 

(The  documents  previously  marked  North  Central’s  Ex¬ 
hibits  Nos.  NOR-1  thru  NOR-70,  inclusive,  NOR-3-A,  and 
NOR-R-1  thru  NOR-R-3,  inclusive,  were  received  in  evi¬ 
dence.) 

*#*###*##* 

Barak  T.  Mattingly- 

572  Direct  Examination 

By  Mr.  Batchelor: 

Q.  Mr.  Witness,  will  you  state  your  name?  A.  Barak  T. 
Mattingly. 

573  Q.  Where  do  you  live,  Mr.  Mattingly?  A.  St. 
Louis,  Missouri. 

Q.  What  position,  if  any,  do  you  hold  with  Ozark  Air 
Lines?  A.  Chairman  of  the  Board. 

«*•*#****# 

575  Q.  In  the  event  additional  funds  are  required  you 
anticipate  no  difficulty  in  obtaining  it?  A.  None 

whatever.  As  a  matter  of  fact  I  might  say,  Mr.  Batchelor, 
that  this  is  a  particularly  advantageous  time  to  raise 
money.  In  one  company  I  carry  some  55/2  million 

576  dollars  in  open  lines,  and  we  have  just  recently  re¬ 
duced  that  rate  by  a  quarter  of  one  percent.  At  the 

present  itme  I  am  negotiating  with  the  Bankers  Life  of 
Omaha  for  $1,200,000  and  during  the  process  of  the  nego¬ 
tiations  they  have  reduced  their  rate  a  quarter  of  one  per¬ 
cent.  Money  is  available  at  this  time,  and  as  a  matter  of 
fact  the  banks  are  anxious  to  make  sound  loans. 

•  #**####*# 

Mr.  Batchelor:  Mr.  Hamilton,  will  you  take  the 
stand,  please? 
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Laddie  Hamilton 

was  called  as  a  witness  for  and  on  behalf  of  Ozark  Air 
Lines,  Inc.,  and  having  been  first  duly  sworn,  was  ex¬ 
amined  and  testified  as  follows: 

i 

Direct  Examination 
By  Mr.  Batchelor: 

Q.  Will  you  state  your  name,  please?  A.  Laddie  Hamil¬ 
ton. 

Q.  What  position  do  you  occupy  with  Ozark  Air  Lines? 
A.  President.  j 

Q.  How  long  have  you  been  President  of  Ozark?  A. 
Since  the  corporation  was  formed  in  1943. 
#*****#*•# 
612  Cross  Examination 

*  *  *  *  *  *  *  #  *  .  * 

633  Q.  Mr.  Hamilton,  what  do  you  consider  the  value 
of  a  DC-3  that  has  been  zeroed,  or  what  can  you 

purchase  a  DC-3  that  has  been  zeroed  for  to  put  on  your 
line?  A.  On  today’s  market? 

634  Q.  Yes.  A.  That  varies,  of  course,  with  the  inte¬ 
rior  of  the  aircraft  and  the  modifications. 

Q.  To  put  on  your  line?  A.  Any  good  DC-3  that  has 
been  zeroed  is  worth  eighty  or  ninety  thousand  dollars 
today,  if  it  is  in  condition  to  be  put  in  airline  service. 

Q.  Do  you  think  the  $65,000  is  an  unreasonably  low 
price?  A.  Yes.  I  think  it  is,  if  it  is  a  good  airplane. 

•  •  *  *  *  #  *  *  *  # 

645  By  Mr.  Shoemaker: 

Q.  As  a  general  rule,  will  your  total  expenses  be  the 
same,  remain  the  same,  or  will  they  be  the  same  for,  sav, 
a  haul  of  50  miles,  as  they  would  for  a  haul  of  80  miles? 
A.  You  are  referring  to  the  distance  between  stops? 

Q.  Yes.  A.  No,  they  will  not.  They  definitely  go  up.  As 
the  distance  between  stops  goes  down,  your  direct  rela- 
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tion  there  in  both  casts  and  speed  of  the  aircraft  which 
affect  costs. 

646  Q.  Assuming,  then,  that  the  length  of  haul,  or  the 
length  of  hop  on  the  proposed  segment  is  shorter 
than  your  average  length  of  hop  over  your  present  system; 
would  you  not  expect  an  increase,  then,  in  expenses,  rather 
than  a  decrease  as  you  have  shown  here?  A.  You  would 
have  an  increase  in  expenses  definitely  effected  by  the 
length  of  hop.  However,  the  number  of  stops  involved  com¬ 
pared  with  the  number  of  stops  that  we  have  systemwide 
would  not  raise  the  systemwide  costs  appreciably. 

Q.  I  don’t  quite  understand  that.  A.  The  costs  on  that 
segment — say  you  had  one  segment  that  the  average  stop 
was  fifty  miles,  and  your  systemwide  was  75,  and  you  put 
only  five  stops  on  at  fifty  miles,  and  you  had  thirty-some 
at  75.  It  would  temper  the  increase  in  cost  systemwide. 

Q.  But  as  a  general  rule,  where  you  have  a  given  num¬ 
ber  of  stops  on  two  different  segments,  one  segment  has  a 
lower  length  of  hop;  the  segment  over  which  you  have  the 
lower  length  of  hop  will  result  generally  in  the  higher  cost? 
A.  Yes,  it  would,  if  you  broke  it  down  to  that  segment 
alone.  It  would,  definitely. 

###•••••#• 

651  Cross  Examination 
By  Mr.  Palmer: 

Q.  Mr.  Hamilton,  I  believe  in  your  Exhibit  1  you  stated 
that  you  proposed  to  take  over  the  Lake  Central  route  from 
Grand  Bapids  to  Indianapolis,  and  Cincinnati  in  the  hear¬ 
ing  now  pending  before  the  Board;  is  that  correct?  A. 
Yes,  sir. 

Q.  If  that  proposal  of  Ozark’s  was  acted  favorably  on 
in  favor  of  Ozark,  would  your  Grand  Rapids-to-Kalamazoo 
segment  of  this  particular  route  land  in  Kalamazoo,  or 
Battle  Creek?  A.  It  is  my  impression  that  the  present 
certificate  is  for  Kalamazoo,  so  the  operator  would  have 
no  option  there. 
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Q.  It  would  remain  the  same?  A.  Yes,  sir. 

652  Q.  In  your  statement  a  moment  ago  you  said  that 
you  felt  that  if  the  Board  ordered  you  to  serve  Kala¬ 
mazoo,  that  you  would.  Do  you  not  yourself  feel  that  you 
should  serve  Kalamazoo  without  Board  order?  A.  We 
did  not  make  a  study  of  the  needs  for  air  travel  of  Kala¬ 
mazoo.  We,  of  course,  learned  a  great  deal  more  of  the 
situation  there  since  we  have  come  to  the  hearing.  We 
knew  that  on  Segment  7  Kalamazoo  is  being  served  through 
Battle  Creek  Airport,  and  did  not  know  of  the  particular 
need  for  air  service  at  Kalamazoo. 

Q.  Do  you  feel  now  after  being  at  the  hearing  that  it 
would  be  necessary  to  the  public  interest  and  convenience 
and  necessity  to  Kalamazoo  to  be  served  at  their  airport 
on  an  east-west  basis?  A.  Well,  we  will  put  it  this  way: 
There  is  a  definite  indication  that  there  is,  but  I  would 
want  to,  of  course,  make  a  study  of  the  facilities  and  the 
operating  problems  that  would  be  involved  before  I  could 
make  a  definite  statement,  but  there  is  an  indication  that 
there  is  a  need  for  service  at  Kalamazoo  Airport. 

Q.  Has  not  your  air  line  made  a  study  of  the  need  for 
service?  A.  Not  at  Kalamazoo. 

Q.  Recognizing  certain  facts  that  have  appeared  in  your 
exhibit  and  in  other  exhibits  in  this  hearing,  Kala- 

653  mazoo  is  the  largest  of  the  cities  in  Michigan  on 
Route  7?  A.  Yes,  sir. 

Q.  And  by  all  other  tests  such  as  population,  business, 
etc.,  do  you  not  believe  that  Kalamazoo  will  produce  more 
traffic  than  the  other  Michigan  cities?  A.  As  I  stated, 
there  is  a  definite  indication  of  that. 

Q.  Do  you  believe  that  a  business  man  in  the  city  of 
Kalamazoo  is  at  a  competitive  disadvantage  in  not  having 
east-west  air  service  at  his  local  airport,  as  opposed  to  an¬ 
other  business  man  on  a  Route  7  city  that  has  that  east- 
west  traffic  at  his  airport  ?  A.  That  depends  on  the  loca¬ 
tion  of  the  airport  and  the  time  involved,  and  everything, 
to  get  to  the  airport  and  to  use  it.  I  would  say  that  they 
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are  at  a  definite  disadvantage  if  the  service  is  not — I  can’t 
think  of  the  word  I  want  to  use — if  the  service  is  not  there 
and  convenient  and  useable  to  them,  thev  are  at  a  dis- 
advantage. 

Q.  Wouldn’t  you  think  that  a  business  man  might  be  at 
some  disadvantage  in  traveling  23  miles  to  an  airport 
where  he  would  only  have  to  travel  one  mile  to  an  airport 
in  his  local  town?  A.  Definitely. 

Mr.  Palmer :  That  is  all,  sir. 

669  Francis  M.  Higgins 

was  called  as  a  witness  for  and  on  behalf  of  Ozark  Air 
Lines,  Inc.,  and  having  been  first  duly  sworn,  was  ex¬ 
amined  and  testified  as  follows: 

Direct  Examination 

By  Mr.  Batchelor: 

Q.  State  your  name,  please.  A.  My  name  is  Francis  M. 
Higgins. 

Q.  Where  do  you  live,  Mr.  Higgins?  A.  I  live  in  St. 
Louis,  Mo. 

Q.  What  position,  if  any,  do  you  hold  with  Ozark  Air 
Lines?  A.  Assistant  to  the  President. 

Q.  How  long  have  you  held  this  position?  A.  Since  May 
1,  1953. 

Q.  Prior  to  May  1,  1953,  by  whom  were  you  employed? 
A.  By  North  Central  or  Wisconsin  Central  Airlines. 

Q.  How  long  did  you  hold  that  position?  A.  Since  its 
inception  in  ’45. 

Q.  What  was  your  position  with  that  company? 

670  A.  President. 

***#•#**#* 

671  Q.  Before  we  get  into  that  subject,  Mr.  Higgins, 
are  there  any  other  considerations  that  motivated 

Ozark  to  apply  for  these  routes  besides  those  you  have 
previously  mentioned?  A.  Yes.  As  was  pointed  out  yester- 


143 


day  by  Mr.  Hamilton,  it  would  provide  a  better  utilization 
of  equipment  and  scheduling,  particularly  through  Chicago. 

#  *  #  *  *  *  *  *  *  !  • 

672  I  might  also  point  out  that  our  study  of  this  area 
showed  that  Ozark  was  the  most  logical  applicant 

for  these  routes.  If  you  will  review  a  map  of  the  North 
Central  System  their  Exhibit  No.  —  the  map  that 

673  precedes  page  1,  you  will  note  that  North  Central 
has  a  route  from  Green  Bay  to  Grand  Rapids,  Lans¬ 
ing  and  Detroit.  It  is  only  logical  to  determine — or  it  is 
quite  obvious — that  that  route  draws  from  an  area  of 
Upper  Michigan,  the  cities  in  Upper  Michigan,  Houghton, 
Hancock,  Market,  Iron  Mountain,  Escanaba,  Marinette, 
Menominee,  Green  Bay,  Green  Bay  being  in  Wisconsin, 
Clintonville,  Stevens  Point,  Wisconsin  Rapids,  Warsaw, 
Rhinelander,  Ironwood,  to  a  very  small  degree.  Eau  Claire, 
Duluth  and  Superior,  and  to  a  very  small  degree,  Oshkosh 
and  Manitowoc. 

Passengers  in  Winona,  LaCrosse,  Madison,  would  logic¬ 
ally  go  to  lower  Michigan  cities  through  the  Milwaukee 
gateway,  or  through  the  Chicago  gateway  in  some  in¬ 
stances,  but  logically  through  the  Milwaukee  gateway,  so 
that  with  the  existence  of  non-stop  service  by  Northwest, 
between  Minneapolis  and  Milwaukee  and  bv  Capital,  and 
then  across  the  lake  to  Detroit  and  by  Capital  to  other 
cities  in  lower  Michigan,  there  is  what  might  be  called  a 
wedge  between  the  cities  served  by  North  Central  in  north¬ 
ern  Michigan  and  upper  Wisconsin,  and  the  area  south 
and  west  of  Chicago,  so  that  it  is  only  logical  that  Ozark 
have  an  opportunity  to  develop  the  area  and  the  cities  and 
the  traffic  to  the  cities  south  and  west  of  Chicago,  which 
have  no  relation  or  little  relation  to  the  cities  that  are 
separated  by  the  transportation  air  routes  of  Northwest 
and  Capital  at  Milwaukee. 

#  #  *  *  #  #  #  *  #  • 

676  Q.  Are  there  any  other  comments  you  care,  to 
make  regarding  any  of  these  exhibits?  A.  The  ones 
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we  have  discussed,  no.  Do  you  want  to  go  to  additional  ex¬ 
hibits  ? 

Q.  You  have  finished  on  that?  A.  Yes. 

Q.  Is  there  any  comment  you  care  to  make  regarding 
the  “B”  series  of  exhibits?  A.  I  believe  that  this  is 
677  pretty  much  standard  statistical  information.  It 
shows  the  populations  and  economic  conditions  in 
these  cities,  and  with  the  exception  of  Jackson,  it  all  shows 
a  very  substantial  growth.  Jackson  has  shown  a  decrease 
in  population  for  the  last  20  years.  However,  it  is  a  very 
small  amount  and  consideration  probably  ought  to  be  given 
to  the  new  method  in  1950  of  conducting  the  census,  in 
which  school  population  was  included  in  the  city  in  which 
the  university  was  situated,  so  that,  for  example,  in  Ann 
Arbor  it  shows  61  and  a  79  percent  population  gain,  which 
probably — consideration  should  be  given  to  the  method  of 
counting  the  population. 

Q.  I  believe  since  this  is  standard  statistical  data  that 
we  will  not  encumber  the  record  with  any  further  testimony 
concerning  that. 

Mr.  Batchelor :  Parties  may  cross  examine. 

Examiner  Henderson:  Mr.  Ryan  or  Mr.  Palmer? 

Cross  Examination 
By  Mr.  Palmer : 

Q.  Mr.  Higgins,  in  referring  to  your  “B”  series  of  ex¬ 
hibits,  B-l  through  B-8,  which  sets  forth  the  population 
characteristics,  the  bank  and  postal  data,  survey  of  buying 
power,  selected  data  on  manufacturers,  SO  manufacturers’ 
principal  industries,  some  selected  data  on  the  wholesale 
trade,  and  selected  data  on  retail  trade,  and  the  colleges 
and  universities  in  the  cities,  taking  that  series  of  exhibits 
and  referring  to  them,  do  not  these  exhibits  indicate 
67S  that  Kalamazoo,  Michigan,  is  the  largest  Michigan 

citv  on  Route  7  with  these  characteristics  in  mind? 
* 

A.  It  is  the  largest  city  on  Route  7. 

Q.  Not  including  the  terminal  city  of  Detroit,  of  course? 
A.  That  is  right,  and  Chicago. 
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Q.  And  would  it  not  be  your  opinion  that  on  the  basis 
of  these  statistics  that  Kalamazoo,  Michigan,  would  gen¬ 
erate  more  traffic  than  the  other  Michigan  cities  on  Route 
7?  A.  There  would  be  that  indication. 

Q.  I  note  in  your  exhibit  that  apparently  you  do  not 
propose  to  serve  Kalamazoo  at  the  Kalamazoo  airport,  is 
that  correct?  A.  Our  estimate,  as  Mr.  Hamilton’s  pro¬ 
posal,  was  made  up  to  correspond  in  the  way  in  which  this 
route  was  served  by  American  Airlines  and  as  he  pointed 
out,  or  states  yesterday,  Ozark  would  be  most  happy  to 
serve  Kalamazoo  through  the  Kalamazoo  airport  if  the 
CAB  designated  it. 

Q.  Do  you  feel  that  you  must  wait  for  the  CAB  to  tell 
you  to  serve  Kalamazoo?  Could  you  not  petition  to  serve 
it?  A.  That  is  what  we  are  petitioning  for,  both  cities,  at 
the  present  time,  not  separately  and  with  the  evidence  pre¬ 
sented  in  this  case.  I  would  say  that  there  is  considerable 
evidence  to  indicate  that  it  ought  to  be  served  through  its 
own  airport. 

Q.  Do  you  feel  that  it  should  be  served  at  its  own  air¬ 
port  in  preference  to  the  Battle  Creek  airport?  A. 
679  I  would  not  be  in  position  to  judge.  The  traffic 
figures  out  of  Battle  Creek  are  rather  impressive. 

Q.  Now  referring  to  that  exhibit,  I  believe  it  A-4,  you 
have  estimated  passenger  traffic  and  revenue  at  Battle 
Creek.  Have  you  borne  in  mind  in  this  estimate  that  50 
to  60  percent  of  the  Battle  Creek  traffic  is  generated  from 
Kalamazoo?  A.  I  had  no  information.  T  have  heard  that 
testimony  at  this  hearing,  but  at  the  time  this  exhibit  was 
made  up,  I  did  not  have  that  information. 

Q.  Do  you  feel  that  now  with  that  information  before 
you,  that  perhaps  Kalamazoo  should  be  served  at  its:  own 
airport  rather  than  Battle  Creek?  A.  I  would  say  it  is  a 
strong  indication  that  it  should  be  served  that  way,  and  I 
am  certain  the  Board  will  weigh  the  evidence  presented 
in  this  case,  and  as  I  previously  stated,  we  are  most  happy 
to  serve  Kalamazoo,  if  it  is  designated  by  the  Board,  or 
we  are  permitted  to  serve  it. 
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Q.  I  take  it  then,  that  you  do  feel  that  it  would  be  im¬ 
portant  to  the  public  interest  and  convenience  to  the  people 
of  the  City  of  Kalamazoo  to  be  served  at  their  airport? 
A.  It  would  be  to  the  interest  of  the  people  of  Kalamazoo 
to  be  served,  yes,  sir. 

Q.  Do  you  not  feel  it  would  be  a  competitive  disadvant¬ 
age  to  the  businessman  in  Kalamazoo  to  have  to  be  served 
through  the  Battle  Creek  airport  on  east-west  traffic? 
680  A.  I  suppose  to  the  degree  of  minutes  that  are  lost 
between  one  city  and  the  other  in  getting  to  an  air¬ 
port,  to  that  degree  there  is  some  competitive  disadvant¬ 
age. 

Q.  So  that  it  would  be  a  benefit  to  the  economy  of  Kala¬ 
mazoo  to  be  served  at  its  own  airport,  is  that  correct? 
A.  Yes. 

Mr.  Palmer:  That  is  all. 

**#*#•#*#* 

700  Mr.  Shoemaker:  Mr.  Examiner,  at  this  time  I 
would  like  to  call  the  onlv  witness  the  Bureau  will 
have,  and  also  I  would  like  to  have  marked  for  identifica¬ 
tion  the  exhibits  of  the  Bureau  of  Air  Operations,  consist¬ 
ing  of  the  direct  exhibits,  BC-1  through  17,  and  rebuttal 
Exhibits  BC-R-1  through  18,  and  BC-R-Supplemental  19. 

Examiner  Henderson:  The  documents  described  by  Bu¬ 
reau  Counsel  as  BC-1  through  17,  Rebuttal  Exhibit  BC-R- 
1  through  18,  and  BC-R-Supplemental  19,  will  be  marked 
for  identification. 

(The  documents  referred  to  were  marked  Bureau  of  Air 
Operation’s  Exhibits  Nos.  BC-1  thru  BC-17,  Rebuttal  Ex¬ 
hibits  BC-R-1  thru  BC-R-18,  and  BC-R-Supplemental  19, 
were  marked  for  identification.) 

Howard  H.  Reizensiein 

was  called  as  a  witness  for  and  on  behalf  of  the  Bureau 
of  Air  Operations,  and  having  been  first  duly  sworn,  was 
examined  and  testified  as  follows: 
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Direct  Examination 
By  Mr.  Shoemaker: 

Q.  Could  you  state  your  name  for  the  record,  please? 
A.  Howard  H.  Reizenstein. 

701  Q.  For  whom  are  you  employed?  A.  I  am  em¬ 
ployed  as  an  Air  Transport  Examiner  by  the  Bu¬ 
reau  of  Air  Operations. 

Q.  Of  the  C.A.B.?  A.  Of  the  C.A.B. 

•  #*•**#••  * 

Q.  Were  the  exhibits  which  have  been  previously  identi¬ 
fied  and  marked  for  identification,  were  they  prepared  by 
you  or  under  your  direction  and  supervision?  A.  They 
were. 

Q.  Are  they  true  and  correct  to  the  best  of  your  knowl¬ 
edge  and  belief?  A.  They  are. 

Q.  Do  you  have  any  corrections  to  make?  A.  I  have 
corrections  for  one  exhibit.  Please  turn  to  Exhibit  BC-R-4. 
There  is  a  mathematical  error  in  there  under  “Ground  and 
Indirect  Expense”.  The  total  ground  and  indirect  which 
reads  “213305”  should  read  “234211”,  and  should 

702  be  inserted,  Total  Expenses,  452,705.  Break  Even 
need,  before  mail  pay,  should  be  changed  from 

128,165  to  read  148,565. 

Q.  Are  those  the  only  corrections  you  wish  to  make? 
A.  They  are. 

********** 

703  At  this  time  I  am  also  sponsoring  supplementary 
Exhibit  BC-R-19.  This  exhibit  has  been  prepared 

in  answer  to  the  criticism  made  by  a  witness  for  North 
Central  on  his  rebuttal  Exhibit  NOR-R-2.  North  Central’s 
witness  states  that  since  the  total  direct  and  indirect  costs 
per  plane-mile  submitted  by  Bureau  Counsel  for  the 

704  3  applicant  carriers  in  Exhibits  BC-R-4,  6  and  8  are 
higher  than  the  operating  costs  of  the  3  carriers  for 

the  third  quarter  of  1953,  Bureau  Counsel’s  estimates  must 
be  erroneous. 
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Examination  of  the  data  contained  in  Exhibit  BC-R-19 
will  bear  out  the  following  reasons  for  Bureau  Counsel’s 
estimate  of  Route  7  costs,  being  higher  per  revenue  plane 
mile  but  lower  per  revenue  ton-mile.  (1)  Interstation 
milages  are  shorter  on  route  7 — that  is,  between  Chicago 
and  Detroit — than  on  any  of  the  Applicant’s  routes; 
shorter  hops  will  raise  direct  flying  costs  since  more  land¬ 
ings  and  take-offs  will  be  made  in  a  total  route  mileage. 
(2)  It  can  be  shown,  as  in  Exhibits  BC-R-10,  11  and  12, 
and  BC-5,  6,  7,  and  8,  that  ground  and  indirect  expenses, 
other  than  station  costs,  tend  to  increase  with  the  number 
of  revenue  ton-miles  flown.  Higher  planeloads  mean  more 
passenger-miles  for  a  given  number  of  plane-miles.  More 
passenger  miles  result  in  more  revenue  ton-miles  for  a 
given  number  of  plane-miles. 

(3)  More  stations  in  a  given  number  of  route-miles, 
that  is,  with  shorter  interstation  mileage,  will  result  in 
larger  stations  costs,  which  is  a  component  of  indirect 
costs  per  revenue  plane-mile. 

•  ##*•**«*« 

705  (The  documents  previously  marked  Bureau  of 
Air  Operations  Exhibits  Nos.  BC-1  thru  BC-17,  Re¬ 
buttal  Exhibits  BC-R-1  thru  BC-R-18,  and  BC-R-Supple- 
mental  No.  19,  were  received  in  evidence.) 

#**•••••#• 
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775  BEFORE  THE  CIVIL  AERONAUTICS  BOARD 

WASHINGTON  25,  D.  C. 

Consolidated  Docket  No.  6411,  et  al. 

In  the  Matter  of  the  Application  of 

North  Central  Airlines,  Inc., 

Lake  Central  Airlines,  Inc.  and 
Ozark  Air  Lines,  Inc. 

Exhibits  of  the  Board  of  Aviation  Commissioners  of  Kokomo, 
Indiana;  the  Chamber  of  Commerce  of  Kokomo,  Indiana 
Including  Statistical  Information  and  Comments  as  to 
Present  Service  and  Proposed  Service  to  Detroit 


April  2,  1954 

776 

Industry 

Present  Traffic 
and  How 

Increase  With 
Air  Service 

Incoming  Trips 
Estimated 

Hours  Saved 

Per  Man 

f  Delco  Radio 

15-20  per  mo. 

Car,  Wabash 

R.R.  Occasionally 
Executive  airplane 

Don ’t  know 

Very  hard  to 
estimate,  perhaps 
average  of  5 
per  mo. 

Approx. 

6-8  hrs. 

Continental 
Steel  (see 
below) 

To  be  turned  in  by  Jack  Elliott  of  Continental  when  he  completes  his  report 
on  other  industries. 

,  Haynes 
Stellite 

* 

15  either  Kokomo 
to  Detroit  or  vice 
versa.  To  Detroit, 
use  Wabash  or 
drive.  To  Kokomo, 
drive  or  fly  to 
Indianapolis 

Don ’t  know 

6-10  from 
customers 

Not  tpo  many 
hours  saved, 
mainly  would 
be  cheaper 

Chrysler 

4 — Drive  or 

Wabash 

No 

3  or  4 

Depend  on  sched¬ 
ules  and  where 
they  landed  in 
Detroit 

Hoosier 

Iron 

5-10  per  mo.  car 
or  Wabash  RR 

No 

Difficult  to 
estimate 

Would  depend 
on  schedules 
established 

Dirilyte 

1-2  usually 

Wabash  RR  or 
drive.  Very  inter¬ 
ested  in  flying 

None 

2 

1  day  ap¬ 
proximately 

*  Globe 
American 

2 — Wabash  R.R. 
and  drive.  Some 
to  Ft.  Wayne  and 
then  in  by  Wabash 

Yes.  Might  bo 
an  increase  by 
using  Detroit 
as  a  terminal 
for  other  cities 
in  area 

5  per  mo. 

1  day  ap¬ 
proximately 
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Industry 

Present  Traffic 
and  How 

Increase  With 
Air  Sendee 

Incoming  Trips 
Estimated 

Hours  Saved 
Per  Man 

Kingston 

2  trips 

Don ’t  know 

6-S  trips  from 
executive  offices 
in  Detroit 

1  day  ap¬ 
proximately 

Pittsburgh 
Plate  Glass 

1  man  per  mo. 

Yes 

2  per  month 

1  day 

Accurate  Parts 

1  per  quarter 

No 

Playground 

Equip. 

1  per  year 

No 

Kokomo 

Products 

2  round  trips 
per  month 

Yes 

No 

1  day 

Kokomo 

Screw- 

Prod. 

2  round  trips 
per  month 

Yes 

No 

I  day 

Midwestern 
Auto  Parts 

2  round  trips 
per  month 

Yes 

No 

1  day 

Turner 

Mfg.  Co. 

2  round  trips 
per  month 

Yes 

No 

1  day 

Continental 

Steel 

2  round  trips 
per  month 

Yes 

No 

1  day 

Lucas  Mfg. 

Co. 

1  per  month 

Yes 

No 

1  day 

778 

Milbank  Mfg. 

1  per  quarter 

Yes.  To  one 
per  month 

No 

1  day 

Kolux 

1  per  month 

Yes 

No 

1  day 

H  &  K  Sign  Co. 

1  per  month 

Yes 

No 

1  day 

Peru  Industries 

Square  D  Co. 

4  to  5  per  month 

Yes 

No 

1  day 

Bryan  Mfg.  Co. 

4  per  month 

Yes 

6  per  month 

1  day 

Logansport  Industries 

17  per  month 

Yes 

No 

1  day 

779  April  8,  1954 


REPORT  OF  AVIATION  COMMITTEE 

to 

Chamber  of  Commerce  of  Kokomo 

Twenty-five  industries  interviewed  in  the  tri-city  area 
of  Kokomo,  Peru,  Logansport,  stated  that  they  held  a 
business  and  community  interest  in  the  Detroit  area.  They 
further  stated  that  good  airline  connections  between  this 
area  and  Detroit  were  highly  desirable  and  would  expedite 
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the  conduct  of  their  business  as  well  as  saving  valuable 
time  of  the  personnel  involved.  Their  statements  indicated 
that  travel  would  increase  between  these  points  for  almost 
50%  of  the  firms  interviewed  if  such  a  service  were  pro¬ 
vided.  An  initial  traffic  of  76-128  round  trips  per  month 
by  personnel  of  these  industries  is  indicated  with  an  addi¬ 
tional  30-50  trips  estimated  by  personnel  servicing  these 
industries.  Estimates  on  service  and  sales  personnel  use 
are  necessarily  conservative  with  most  of  firms  interviewed 
unwilling  to  estimate. 

It  is  felt  by  this  Committee  that  a  potential  also  exists 
in  the  family  and  personnel  relations  of  many  of  the  per¬ 
sonnel  of  Detroit  connected  industries  in  this  tri-city  area. 
It  is  also  felt  that  there  would  be  an  increasing  potential 
among  sales  and  service  personnel  since  excellent  intra¬ 
state  connections  exist  between  cities  in  the  central  Indiana 
industrial  area  as  well  as  with  similar  areas  in  adjoining 
states  to  the  north  and  south.  It  is  the  considered  opinion 
of  this  Committee  that  the  proposed  additional  service 
would  materially  benefit  the  communities  and  industries 
involved.  It  appears  to  be  a  financially  sound  venture  for 
the  local  service  airline  servicing  this  area  with  the  possi¬ 
bility  of  increased  revenue  leading  to  a  desirable  decrease 
in  subsidies  necessary  at  the  present  time. 

Respectfully  submitted : 

Aviation  Committee 

Chamber  of  Commerce  of  Kokomo 

E.  L.  Conners 

E.  L.  Connors,  Chairman 
John  P.  Walther 
Albert  R.  Miller 
Morris  J.  Boyce 
Jack  E.  Elliott 
William  J.  Dwyer 
LeRoy  M.  Lacey,  Jr. 
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780  April  8, 1954 

SUPPLEMENTARY  REPORT  OF  AVIATION 

COMMITTEE 

to 

Chamber  of  Commerce  of  Kokomo 

Ref :  Travel  facilities  available  at  the 
present  time  to  and  from  the 
Detroit  area. 

The  most  frequently  nsed  methods  at  present  seem  to 
be  "Wabash  Railroad  or  automobile.  V7abash  schedules  are 
as  follows:  Lv.  Peru  3:36  P.M.  Ar.  Detroit  8:55  P.M. 
also  Lv.  Peru  1 :40  AM.  Ar.  Detroit  7 :40  A.M.  Return 
schedules  Lv.  Detroit  7:30  A.M.  Ar.  Peru  10:30  A.M.  Lv. 
Detroit  7 :30  P.M.  Ar.  Peru  11 :10  P.M.  A  time  zone  change 
is  encountered  which  makes  the  elapsed  time  4-5  hours  de¬ 
pending  on  direction  of  travel.  Bus  schedules  between 
Peru  and  Kokomo  do  not  coincide  with  Railroad  schedules 
with  the  result  that  most  passengers  require  an  additional 
person  to  drive  them  to  Peru  and  pick  them  up  on  return. 
This  results  in  additional  personnel  time  lost  to  local 
industries. 

Local  Air  Service  schedules  at  the  present  time  are  as 
follows:  Lv.  Kokomo  9:32  A.M.  Ar.  South  Bend  10:14  A.M. 
Lv.  South  Bend  1:53  PM.  Ar.  Detroit  4:27  PM.  It  is 
apparent  that  a  traveler  can  reach  Detroit  more  rapidly 
by  automobile  than  by  air.  Return  schedule  is :  Lv.  Detroit 
10:35  A.M.  Ar.  South  Bend  11:30  A.M.  Lv.  South  Bend 
11:50  A.M.  Ar.  Kokomo  12:32  P.M.  Although  return 
schedule  is  good  it  is  readily  apparent  that  a  day  would 
have  to  be  used  to  conduct  business  since  arrival  is  late 
afternoon  and  departure  is  A.M.  The  obvious  reason  then 
for  lack  of  use  of  present  flight  schedules  is  that  three 
man  days  would  be  consumed  by  each  passenger  in  spending 
a  few  hours  of  a  business  day  in  Detroit.  It  would  require 
a  minimum  of  2  days  to  make  the  trip  from  Detroit  and 
return  with  only  2-3  hours  available  on  the  arriving  date 
to  conduct  business  and  none  on  the  departure  date.  It  is 
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the  opinion  of  this  Committee  that  an  earlier  flight  with  a 
better  schedule  to  Detroit  and  an  evening  flight  from  Detroit 
would  greatly  expand  the  use  of  this  facility  by  industrial 
personnel  in  the  four  city  area  of  Kokomo,  Peru,  Logans- 
port  and  Marion,  Indiana.  Kokomo  is  practically  equi¬ 
distant  from  the  other  three  cities. 

Respectfully  submitted: 

Aviation  Committee 

Chamber  of  Commerce  of  Kokomo 

E.  L.  Costners 
E.  L.  Connors,  Chairman 
John  P.  Walther 
Albert  R.  Miller 
Morris  J.  Boyce 
Jack  E.  Elliott 
William  J.  Dwyer 
LeRoy  M.  Lacey,  Jr. 


781  To  Whom  it  May  Concern:  The  following  is  a 
copy  of  letters  received  from  various  firms  in  the 
Kokomo  area  and  sets  out  the  need  for  and  the  potential 
use  of  airline  service  between  Kokomo  and  Detroit.  All 
this  information  has  been  received  since  April  1,  1954,  by 
the  Aviation  Committee  of  the  Chamber  of  Commerce  of 
Kokomo,  Indiana. 

Hoosier  Iron  Works:  “In  reply  to  your  questionnaire 
relative  to  Central  Airline’s  petition  for  air  service  to 
Detroit,  we  are  pleased  to  offer  the  following  information : 
1.  Our  personnel  will  average  five  to  ten  individual  trips 
to  Detroit  per  month.  Sometimes  they  drive  or  go  by 
train  as  the  urgency  demands.  2.  We  feel  there  would  be 
no  increase  in  travel  to  Detroit  by  our  personnel,  if  air 
service  were  available.  3.  We  doubt  very  much  if  there 
would  be  any  travel  from  Detroit  to  our  plant.  4.  No 
doubt  this  service  would  decrease  the  man  hours  by  our 
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personnel,  providing  its  schedule  met  with  that  of  the 
personnel.  5.  The  majority  of  our  customers  are  in  the 
Detroit  area.”  Signed:  J.  B.  Gribbin. 

Kingston  Products  Corporation:  “Kingston  Products 
Corporation  maintains  executive  offices  in  Detroit.  Our 
Detroit  executives  average  from  6  to  8  trips  per  month  to 
Kokomo.  They  are  now  traveling  by  car  or  by  the  Wabash 
Railroad.  In  addition — 2  to  4  more  trips  per  month  are 
made  to  Detroit  by  car  or  railroad. — A  great  number  of 
our  suppliers  are  located  in  Detroit  and  the  writer  feels 
there  are  times  when  it  would  be  advantageous  to  have 
materials  shipped  via  air  express.”  Signed:  L.  C. 
SchLiEeter,  Personnel  Director. 

Delco  Radio  Division  of  G.  M. :  “  This  Division  of  Gen¬ 
eral  Motors  has  manv  business  ties  with  the  Detroit  area. 
Our  primary  business  is  the  manufacture  of  automobile 
radios,  many  of  which  are  sold  to  car  manufacturers  in 
that  area. — A  recent  survey  of  passenger  travel  to  and 
from  the  Detroit  area  shows  the  following  facts :  Approxi¬ 
mated  15  to  20  members  of  our  Division  travel  to  Detroit 
each  month  on  business  matters  there.  These  people  either 
drive  from  Kokomo  to  Detroit,  or  board  the  Wabash  Rail¬ 
road  at  Peru,  Indiana.  Occasionally,  some  of  our  execu¬ 
tives  may  travel  to  Detroit  by  means  of  a  Corporation  air¬ 
plane  that  is  sent  to  Kokomo  from  this  area. — It  is  hard 
to  estimate  the  number  of  persons  coming  to  this  Division 
from  Detroit  each  month.  The  closest  approximation  that 
can  be  given  is  five  per  month. — Should  air  service  be 
inaugurated  between  the  Kokomo  and  Detroit  area.  It  is 
hard  to  estimate  the  time  saved  per  person  due  to  the 
fact  that  flight  schedules,  if  allowed,  are  unknown  at  the 
present  time.  However,  with  normal  service,  it  is  likely 
that  each  person  could  save  approximately  six  to  eight 
hours  per  trip  by  flying  to  and  from  Detroit,  rather  than 
driving  or  using  the  Wabash  Railroad  facilities.”  Signed : 
M.  J.  Boyce,  Industrial  Relations  Supv. 
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Chrysler  Corporation :  “In  answer  to  your  request  re¬ 
garding  trips  to  and  from  Detroit,  Michigan,  by  personnel 
of  the  Chrysler  Kokomo  Plant.  The  Chrysler  Kokomo 
Plant  is  a  part  of  the  Dodge  Division  of  the  Chrysler  Cor¬ 
poration  with  central  offices  located  in  Detroit,  Michigan. 
Approximately  four  trips  a  month  are  made  by  plant 
personnel  to  Detroit,  and  three  or  four  trips  a  month  are 
made  by  personnel  from  Detroit  plants  to  Kokomo.  These 
trips  are  made  by  automobile  or  by  rail.  To  compute  any 
savings  in  time  if  these  trips  were  made  by  air  it  would 
be  necessary  to  know  the  proposed  flight  schedules.” 
Signed :  F.  R.  Chapel,  Budget  Supervisor. 

Continental  Steel  Corporation:  “A  survey  has  been 
made  throughout  our  Corporation,  and  we  believe  that  we 
can  provide  one  to  two  round  trips  a  month  from  Kokomo 
to  Detroit,  provided  that  service  is  established  by  Lake 
Central  Airline,  and  there  is  a  good  possibility  that  the 
number  of  trips  will  be  greater  in  the  future.  In  the  past, 
most  of  our  trips  to  the  Detroit  area  have  been  made  either 
by  car  or  by  Wabash  Railroad  from  Peru,  Indiana,  and 
some  have  been  made  by  airline  from  Indianapolis  direct 
to  Detroit.  We  are  very  certain  that  should  local  air  serv¬ 
ice  to  and  from  Detroit  be  instituted  the  man  hours  now 
lost  by  our  personnel  made  in  the  manner  just  described 
will  be  greatly  reduced.  We  "would  roughly  estimate  that 
our  cost  would  be  reduced  by  approximately  $30  a  person 
per  trip.  We  have  checked  with  our  purchasing  depart¬ 
ment  and  find  that  very  few  of  our  suppliers  originate  in 
Detroit;  therefore,  service  by  our  suppliers  would  be  very 
slight.  We  hope  this  information  will  be  of  help  to  you 
in  your  survey  and  be  partially  responsible  for  securing 
the  Kokomo  to  Detroit  local  air  service.”  Signed:  J.  E. 
Elliott,  Ass’t.  Sales  Manager,  Fence  Division. 

7S2  Kolux  Corporation:  “We  are  writing  this  letter 
to  advise  you  of  our  current  travel  between  Kokomo, 
Indiana  and  Detroit,  Michigan.  At  the  present  time  we 
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have  several  customers  in  Detroit  and  also  have  suppliers 
in  Detroit.  "VVe  do  make  periodical  trips  between  Kokomo 
and  Detroit  which  amount  to  perhaps  a  dozen  per  year. 
We  have  been  using  private  automobiles  and  to  the  extent 
of  the  above  a  scheduled  airline  between  Kokomo  and 
Detroit  would  be  of  benefit  to  our  Company.’ ’  Signed: 
W.  J.  Dwyer,  Plant  Manager. 

Dirilyte  Company  of  America,  Inc.:  “We  were  quite 
interested  in  learning  that  there  was  a  possibility  that 
Lake  Central  would  have  a  direct  Kokomo  to  Detroit  and 
return  flights.  We  sell  to  various  companies  in  the  auto¬ 
mobile  industry  located  at  Detroit  and  vicinity  and  feel 
this  service  would  be  of  benefit  to  us.  We  would  probably 
have  an  average  of  at  least  one  round  trip  per  month  and 
probably  double  that  of  Detroit  companies  coming  to  Ko¬ 
komo.”  Signed,  Robert  R.  Arnett,  Secretary. 

Milbank  Manufacturing  Company:  “In  regard  to  your 
inquiry  concerning  the  above,  we  make  approximately  one 
trip  a  month  to  Detroit  and  we  do  feel  that  our  travel  in 
this  method  would  save  at  least  a  day  per  person.”  Signed, 
W.  T.  Martin,  Vice  President. 

Star  Grove  Company:  “In  regard  to  your  recent  inquiry 
concerning  potential  use  of  a  Detroit  Airline  connection 
from  Kokomo,  our  main  offices  are  in  Detroit  and  company 
personnel  make  approximately  two  round  trips  per  month 
at  the  present  time.  This  would  probably  double  if  we 
had  fast  airline  connections  since  the  saving  of  time  would 
probably  amount  to  one  day  for  each  person  involved. 
Our  travel  method  at  present  time  is  by  Wabash  Railroad 
from  Peru,  private  automobile  and  chartered  aircraft. 
Personnel  from  industries  serving  us  from  the  Detroit 
area  would  contribute  an  estimated  two  round  trips  per 
month  if  such  a  service  were  available.”  Signed,  E.  L. 
Connors,  Manager 

Logansport  Chamber  of  Commerce:  “In  response  to  your 
inquiry  about  the  travel  of  our  local  people  to  Detroit,  I 
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submit  the  following  to  you.  Those  we  have  heard  from 
have  stated  that  persons  traveling  to  Detroit  for  the  round 
trip  amounts  to  about  17  monthly,  and  practically  no  mer¬ 
chandise  shipments.  ’  ’  Signed :  Harry  A.  Eisenbise,  Execu¬ 
tive  Secretary. 


783  BEFORE  THE 

CIVIL  AERONAUTICS  BOARD 
WASHINGTON,  D.  C. 

Docket  No.  6411,  et  al. 

In  the  matter  of  of  an  investigation  of 
local  service  between  Chicago,  Ill. 
and  Detroit,  Mich. 

American  Airlines,  Inc. 

Docket  No.  6319 

In  the  matter  of  the  application  of 

Lake  Central  Airlines,  Inc. 

for  amendment  of  its  temporary  certificate  of  public 
convenience  and  necessity  for  Route  No.  88  pursuant 
to  section  401  of  the  Civil  Aeronautics  Act  of  1938, 
as  amended,  and  for  the  temporary  suspension 
of  the  authority  of  American  Airlines,  Inc., 
pursuant  to  section  401(h)  of  the  Act,  at 
certain  Route  No.  7  points  for  a  con¬ 
current  period 

Exhibits  of  Lake  Central  Airlines,  Inc.  in  Support  of  Its* 
Application  in  Docket  No.  6319 


158 


784  Docket  No.  6411,  et  al.  Lake  Central  Airlines,  Inc. 

INDEX  TO  EXHIBITS 
Title 

Map  of  Lake  Central  System,  showing 
Proposed  Detroit-Chicago  Segment  and 

Mileages  . 

Affidavit  of  Citizenship . 

The  Management  of  Lake  Central . 

Organization  Charts . 

(Reserved  for  possible  later  use) 

Unaudited  Profit  or  Loss  Statement,  No¬ 
vember  1949  through  June  1953  . 

Unaudited  Profit  or  Loss  Statement,  Six 

Months  Ending  December  1953  . 

Estimated  Balance  Sheet  as  of  February 

28,  1954  . 

Schedule  of  Notes  Payable  as  of  February 

28,  1954  . .” . ’. 

LCA-14-19  (Reserved  for  possible  later  use) 

LCA-20  Schedule  Routing,  Present  System,  March 

1,  1954  . . . . . 

LCA-21  Aircraft  Scheduling  and  Utilization,  March 

1,  1954  . 

LCA-22  Proposed  Schedule  Routing . 

LCA-23  Schedule  Times  for  Proposed  New  Service 
LCA-24  Origination  and  Destination  Passenger 

Forecast,  Year  Ending  June  30,  1955  .... 
LCA-25  Point-to-Point  Average  Loads  and  Load 

Factors,  Year  Ending  June  30, 1955  . 

LCA-26  Forecast  Statistics.  Year  Ending  June 

30,  1955  . 

LCA-27  Profit  or  Loss  Statement,  Forecast  Year 

Ending  June  30,  1955  . 

LCA-28  Distribution  of  Station  Expenses  by  CAB 

Major  Accounts . 

LCA-29  Capital  Requirements  . 

LCA-30  Financing  Plans  . 


No. 

LCA-1 


LCA-2 

LCA-3 

LCA-4 

LCA-5-9 

LCA-10 

LCA-1 1 

LCA-12 

LCA-1 3 


159 


785 


Exhibit  LCA-1 


160 


786  Exhibii  LCA-2 

Docket  No.  6411,  et  al. 

LAKE  CENTRAL  AIRLINES,  INC. 

AFFIDAVIT  OF  CITIZENSHIP 
State  of  Indiana,  County  of  Marion,  ss : 

William  H.  Krieg,  being  first  duly  sworn,  deposes  and 
says: 

1.  That  he  is  the  duly  elected  and  qualified  Secretary 
of  Lake  Central  Airlines,  Inc.,  a  Delaware  corporation,  and 
that  he  has  examined  the  list  of  stockholders  of  said  cor¬ 
poration  as  of  March  1,  1954; 

2.  That  such  examination  reveals  that  the  addresses  of 
all  the  stockholders  of  record  are  within  the  United  States, 
and  that  he  is  informed  and  believes  that  all  of  the  issued 
and  outstanding  shares  of  stock  of  said  corporation  are 
owned  by  citizens  of  the  United  States,  and  that  all  such 
stock  is  controlled  by  the  stockholders  of  record  with  the 
exception  of  those  shares  which  have  been  made  subject  to 
a  Voting  Trust  Contract  executed  November  18,  1952; 

3.  That  the  Voting  Trustee  named  by  the  aforesaid 
Voting  Trust  Contract,  Mr.  Harry  V.  Wade,  is  a  citizen 
and  resident  of  the  United  States;  and 

4.  That  he  is  informed  and  believes  that  all  of  the  officers 
and  directors  of  the  corporation  are  citizens  of  the  United 
States. 

/s/  William  H.  Krieg 
William  H.  Krieg 

(Corporate  Seal) 

Subscribed  and  sworn  to  before  me  this  25th  day  of 
March,  1954. 

/s/  Louise  Knight 
(Seal)  Notary  Public 

My  commission  expires  9/11/57. 
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787  Exhibit  LCA-3 

Docket  No.  6411,  et  al. 

LAKE  CENTRAL  AIRLINES,  INC. 

THE  MANAGEMENT  OF  LAKE  CENTRAL 

Included  as  Exhibit  LCA-4  in  this  exhibit  volume  is  a 
set  of  diagrams  which  indicates  the  organization,  directors 
and  management  and  supervisory  personnel  of  Lake  Cen¬ 
tral.  It  is  believed  that  these  diagrams  are  self-explanatory 
of  the  organizational  set-up  of  the  company  and  the  chains 
of  responsibility,  and  therefore  no  further  explanation  will 
be  offered.  The  voting  trustee,  directors  and  principal 
officers  of  the  company  are  without  exception  men  of  con¬ 
siderable  business  and  airline  experience.  A  brief  discus¬ 
sion  of  the  experience  and  qualifications  of  the  Trustee, 
Directors,  principal  executive  and  operations  officers 
follows: 

Trustee : 

Mr.  Harry  V.  Wade,  Voting  Trustee  under  the  Voting 
Trust  Contract  of  November  18,  1952,  is  President  of  the 
Standard  Life  Insurance  Company,  Indianapolis,  Indiana. 
Mr.  Wade  is  a  highly  successful  business  man  who  is  widely 
regarded  throughout  the  area  served  by  Lake  Central  for 
his  integrity  and  business  judgment. 

President  and  Chairman  of  the  Board: 

Dr.  Robert  B.  Stewart,  President  and  Chairman  of  the 
Board  of  Directors  of  Lake  Central,  has  had  a  distinguished 
career  as  an  educator,  college  administrator  and  business 
man.  He  is  now  Vice  President  and  Treasurer  of  Purdue 
University,  Lafayette,  Indiana,  Secretary  and  Treasurer 
of  Purdue  Research  Foundation,  and  Secretary,  Treasurer 
and  Director  of  Purdue  Aeronautics  Corporation.  He  has 
for  several  years  directed  the  aviation  training  program 
of  the  University  and  the  aeronautical  activities  of  its 
affiliated  corporations. 
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Director  and  Secretary: 

Mr.  William  H.  Krieg,  Secretary  and  Director  of  tlie 
company,  is  a  senior  partner  in  the  leading  Indiana  law 
firm  of  Buschmann,  Krieg,  DeVault  &  Alexander,  of  Indi¬ 
anapolis,  which  firm  is  retained  as  general  counsel  of  Lake 
Central.  Mr.  Krieg  is  a  specialist  in  corporate  and  tax 
law,  and  his  firm’s  clients  include  some  of  the  largest 
corporations  in  Indiana. 

788  Director: 

Mr.  Cecil  A.  Berry  is  Vice  President  and  Trust  Officer 
of  the  Indiana  National  Bank  of  Indianapolis,  the  largest 
bank  in  Indiana.  The  Indiana  National  Bank  has  an  un¬ 
usually  large  Trust  Department  and  from  his  administra¬ 
tion  of  its  affairs,  Mr.  Berry  has  received  widespread 
recognition  for  his  integrity,  independence  of  judgment 
and  knowledge  of  business  and  business  ethics.  Mr.  Berry 
brings  to  Lake  Central’s  board  this  background  of  banking 
experience. 

Director: 

Mr.  J.  Dwight  Peterson  is  President  of  the  City  Securities 
Corporation  of  Indianapolis,  which  is  one  of  the  largest 
local  investment  businesses  in  Indiana.  Mr.  Peterson  is 
well  and  favorably  known  throughout  Indiana  and  has 
served  on  a  number  of  public  boards.  He  has  been  a 
Trustee  of  Indiana  University  and  President  of  the  Indi¬ 
anapolis  School  Board.  Mr.  Peterson  is  a  man  of  extremely 
acute  business  and  financial  judgment  and  his  election, 
together  with  that  of  Dr.  Stewart  and  Mr.  Berry,  assures 
the  Voting  Trustee  and  Lake  Central  of  the  most  competent 
banking  and  financial  advice. 

Special  Assistant  to  the  President: 

Mr.  G-win  Hicks,  Special  Assistant  to  the  President,  was 
appointed  to  his  present  position  in  October,  1953.  Mr. 
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Hicks  lias  been  associated  in  a  managerial  capacity  in  vari¬ 
ous  phases  of  aviation  since  1930.  During  his  23  years 
in  aviation,  he  was  administrative  assistant  to  L.  V.  Mor¬ 
row,  the  state  of  Washington’s  first  aeronautical  director. 
During  World  War  II,  his  flying  schools  were  under  con¬ 
tract  to  both  the  United  States  Navy  and  the  United  States 
Air  Force  in  conjunction  with  the  C.A.A.  and  the  War 
Training  Services.  As  one  of  the  organizers  of  Empire 
Air  Lines,  Inc.,  he  served  with  the  company  from  its  incep¬ 
tion  of  operations  in  1944  until  its  merger  with  West  Coast 
Airlines  in  1952.  Mr.  Hicks  served  as  a  vice  president  of 
Empire  during  its  development  as  a  local  service  airline 
serving  22  cities  in  Idaho,  Oregon  and  Washington.  He  is 
widely  known  and  recognized  as  an  authority  in  this  field 
of  air  transportation  and  is  on  many  committees  represent¬ 
ing  the  national  association  membership  of  the  local  car¬ 
riers  before  congressional  committees  and  the  President’s 
Air  Policy  Board. 

789  Vice  President-Treasurer : 

Mr.  Lloyd  W.  Hartman  serves  as  Vice  President,  Execu¬ 
tive  Assistant  to  the  President,  and  Treasurer  of  the  com¬ 
pany.  After  a  high  school  education  and  service  in  the 
Army,  Mr.  Hartman  attended  the  University  of  Wyoming 
and  Massachusetts  Institute  of  Technology,  from  which 
latter  institution  he  received  a  Bachelor  of  Science  degree. 
His  business  experience  is  as  follows: 

Management  Trainee,  Murray  Corpora¬ 
tion  of  America  1948-49 

Administrative  Assistant  (part  time), 

Nationwide  Airlines,  Inc.  1948-49 

Traffic  and  Sales  Manager,  and  Assistant 
Treasurer,  Nationwide  Airlines,  Inc.  1949-1950 
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Treasurer,  Nationwide  Airlines,  Inc. 

Director,  Secretary-Treasurer  and  Gen¬ 
eral  Manager,  Nationwide  Airlines, 
Inc. 

Director  and  Secretary-Treasurer,  Na¬ 
tionwide  Airlines,  Inc. 

Assistant  Treasurer,  Lake  Central  (part 
time) 

Treasurer,  Lake  Central 

Executive  Vice  President  and  Treasurer, 
Lake  Central 


April  1950- 
Sept.  1950. 

Oct.  1950- 
June  1951 

July  1951- 
April  1952 

Feb.  1951- 
April  1951 

April  1951- 
Oct.  1952 

Nov.  1952- 
Mar.  1, 1953 


Vice  President-Operations : 

Mr.  R.  W.  Clifford,  Vice  President-Operations  of  the  com¬ 
pany,  has  had  extensive  experience  in  airline  operations. 
His  formal  education  included  high  school  and  the  attend¬ 
ance  at  the  University  of  Minnesota.  Since  graduation 
from  the  latter,  he  has  received  training  from  U.  S.  Air 
Force  schools,  American  Airlines,  Transition  School,  and 
Northwest  Airlines’  Military  and  Civilian  School.  Mr. 
Clifford  holds  a  valid  pilot  certificate  with  Airline  Trans¬ 
port  Pilot  rating  and  has  logged  over  6,000  hours  of  flying 
time.  His  aviation  experience  includes  the  following: 

Captain,  U.S.  Air  Force,  with  experience 
in  DC-3,  DC-4  and  C-46  aircraft  1942-45 

Pilot,  Northwest  Airlines,  Inc.  1945-45 


Captain,  Air  Freight,  Inc.  1945-46 

Captain,  Nationwide  Air  Transport 
Service,  Inc.  1946-47 

Vice  President-Operations,  Nationwide 
Airlines,  Inc.  1947-48 

General  Manager,  Frontier  Airmotive, 

Inc.  1948-49 

Vice  President-Operations,  Lake  Central  1949-present 
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790  Vice  President-Traffic: 

Mr.  D.  S.  Getchell,  Vice  President-Traffic  of  the  company, 
has  had  16  years  of  airline  experience.  His  aviation  ex¬ 
perience  includes  the  following  positions: 

Flight  Radio  Navigator,  Panagra  1938-1940 

Chief  Radio  Instructor,  and  Operations 
and  Communications  Inspector,  Co¬ 
lumbian  National  1940-1942 


Chief  Radio  Instructor,  Northeast  Air¬ 
lines 

District  Station  Supervisor,  Colonial 
Airlines 

Station  Manager,  Superintendent  of  Sta¬ 
tions,  and  Assistant  Operations  Man¬ 
ager,  Lake  Central 

Operations  Manager,  Nationwide  Air¬ 
lines 

Administrative  Assistant,  General  Traf¬ 
fic  and  Sales  Manager ;  Administrative 
Assistant  and  Acting  Traffic  Manager, 
Lake  Central 


1942-1944 

1945-1948 

1949-1951 

May  1951-! 
Aug.  1951. 

Sept.  1951- 
Mar.  1, 1953 
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Executive  Secretary 


Aieiit&nt  Treasurer 


Billing  Cleric  (1)  j 


Vice  fre»ideot 
Traffic  <i) 


171 


796  Exhibit  LCA-10 

Docket  No.  6411,  et  al. 

LAKE  CENTRAL  AIRLINES,  INC. 

UNAUDITED  PROFIT  OR  LOSS  STATEMENT 
NOVEMBER,  1949  THROUGH  JUNE,  1953 


Non-Mail  Revenue: 


3101  Passenger 

3105  Express 

3107  Excess  Baggage 

3108  Charter 

$  886,967 
86,969 
5,024 
344,837 

Total  Non-Mail  Revenues 

$1,322,897 

Expenses: 

Operating  Expenses: 

Direct  Expenses: 

5100  Flying  Operations 

5200  Direct  Maintenance 

5900  Depreciation — Flight 

$1,131,734 

574,427 

131,571 

Total  Direct  Expenses 

$1,837,732 

Indirect  Expenses : 

6100  Ground  Operations 

6200  Ground  and  Indirect  Maintenance 
6300  Passenger  Service 

6400  Traffic  and  Sales 

6500  Advertising  and  Publicity 

6600  General  and  Administrative 

6900  Depreciation — Ground 

$  878,683 
204,440 
128,424 
390,701 
108,294 
439,197 
17,418 

Total  Indirect  Expenses 

$2,167,157 

Total  Operating  Expenses 

$4,004,889 

7100  Non-Operating  Expenses 

$  78,272 

Total  Expenses 

Break-Even  Need 

Mail  Pay 

$4,083,161 

$2,760,264 

2,628,886 

Net  Profit  or  Loss 

$  131,378* 

*  Denotes  Negative  Figure. 

Source:  Treasury  Department,  Lake  Central. 
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797  Exhibit  LCA-11 

Docket  No.  6411,  et  al. 

LAKE  CENTRAL  AIRLINES,  INC. 

UNAUDITED  PROFIT  OR  LOSS  STATEMENT 
SIX  MONTHS  ENDING  DECEMBER  1953 


Non-Mail  Revenue: 


3101  Passenger 

$ 

303,722 

3105  Express 

24,347 

3107  Excess  Baggage 

1,294 

3108  Charter 

725 

Total  Non-Mail  Revenues 

$ 

330,088 

Expenses: 

Operating  Expenses: 

Direct  Expenses : 

5100  Flying  Operations 

$ 

342, 4482 

5200  Direct  Maintenance 

161,416 

5900  Depreciation — Flight 

33,270 

Total  Direct  Expenses 

$ 

537,134 

Indirect  Expenses : 

6100  Ground  Operations 

$ 

253,816 

6200  Ground  and  Indirect  Maintenance 

73,618 

6300  Passenger  Service 

44,302 

6400  Traffic  and  Sales 

144,451 

6500  Advertising  and  Publicity 

21,309 

6600  General  and  Administrative 

92,515* 

6900  Depreciation — Ground 

5,400 

Total  Indirect  Expenses 

$ 

635,411 

Total  Operating  Expenses 

$1,172,545 

7100  Non-Operating  Expenses 

12,416 

Total  Expenses 

$1,184,961 

Break-Even  Need 

$ 

854,873 

Mail  Pay 

804,890 

Net  Profit  or  Loss  $  49,983* 


*  Denotes  Negative  Figure. 

1  Includes  non-recurring  mail  rate  case  expense  of  $4,000. 

2  Includes  non-recurring  expense  in  terminating  military  operation  of  $3,000. 
Source:  Treasury  Department,  Lake  Central. 


173 


* 


► 


► 


► 


r 


798  Exhibit  LCA-12 

Docket  No.  6411,  et  aX. 

LAKE  CENTRAL  AIRLINES,  INC. 


ESTIMATED  BALANCE  SHEET 
AS  OF  FEBRUARY  28,  1954 


Assets 

Current  Assets 

Cash  $  42,310 

Receivables : 

U.S.  Government  26,129 

Traffic  27,382 

Other  Receivables  38,613 


Total  Cash  and  Receivables  $134,434 

Materials  and  Supplies  39,148 

Prepayments  27,431 


Total  Current  Assets 
Investments 
Equipment : 

Flight— Net  $311,297 

Ground — Net  70,432 

Other  Deferred  Assets  - 

Total  Assets 


$201,013 

2,579 


381,729 

33,966 


!«■ 


A 


► 


$619,287 
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Liabilities  and  Capital 
Current  Liabilities : 

Notes  Payable: 

Nationwide  Airlines,  Inc.  $  55,000 
Merchants  National  Bank  205,600 


Accounts  Payable : 

General  $208,246 

Collections  as  Agent  45,706 


Accrued  Salaries  Payable 
Accrued  Taxes  Payable 

Total  Current  Liabilities 
Long  Term  Debt 
Deferred  Credits 
Capital  Stock 
Capital  Surplus 
Earned  Surplus 

Total  Liabilities  and  Capital 


$260,600 


253,952 

36,723 

15,290 


$566,565 

44,100 

3,667 

83,039 

134,799 

212,883* 


*  Denotes  Negative  Figure. 

Source:  Treasury  Department,  Lake  Central. 


$619,287 
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799 

Exhibit  LCA-13 

k 

Docket 

No.  6411,  et  al. 

j 

LAKE  CENTRAL  AIRLINES,  INC. 

► 

Schedule  of  Notes  Payable  as  of  February  28,  1954 

Dated 

Payee 

Security 

Balance 

Terms 

► 

8/  1/52 

Nationwide  Airlines,  Inc. 

None 

$  55,000 

On  demand,  inter¬ 
est  at  6%  ; 

¥ 

3/  3/53 

Merchants  National  Bank 
&  Trust  Company 

Aircraft 

N  33312 

37,800 

$2,100  payable 
monthly,  interest 
at  5% 

3/30/53 

Merchants  National  Bank 
&  Trust  Company 

Aircraft 

N  45335 

39,900 

$2,100  payable 
monthly,  interest 
at  5% 

► 

5/  1/53 

Merchants  National  Bank 
&  Trust  Company 

Aircraft 

N  41831 

42,000 

$2,100  payable 
monthly,  interest 
at  5% 

r 

r 

2/15/54 

Merchants  National  Bank 
&  Trust  Company 

Chattel  on 
Aircraft 

N  21711 

N  21713 

N  21716 

N  21777 

130,000 

30  days,  discounted 
interest  at  4%,  re¬ 
newable  in  an 
amount  $5,000  less 
than  previous 
balance 

Total  Debt 

$304,700 

* 

Less:  Long  Term  Portion 
not  due  until  after 
2/28/55 

44,100 

Total  Current  Notes  Payable 

$260,600 

Source:  Treasury  Department,  Lake  Central. 
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801  Exhibit  LCA-21 

Docket  No.  6411,  et  al. 


LAKE  CENTRAL  AIRLINES,  INC. 

AIRCRAFT  SCHEDULING  AND  UTILIZATION, 

MARCH  1,  1954 


#1 

B-B 

P-P  Ground 

Total 

373 

IND-CLE 

2:56 

2 :28  :33 

3:29 

746 

CLE-IND 

2:56 

2 :28  :33 

3:29 

5:52 

4:56 

*2 

312 

IND-CHI 

1 :25 

1:11 

08 

1:31 

147 

CHI-BMG 

1:49 

1:31 

25 

2:14 

495 

BMG-PIT 

3:23 

2:55 

41 

4:04 

968 

PIT-CMH 

1:22 

1:10 

10 

1:32 

687 

CMH-YNG 

1:23 

1:15 

04 

1:27 

886 

YNG-CMH 

1:23 

1:15 

04 

1:27 

10:43 

9:20 

#3 

J 

304 

IND-SBN 

1:10 

1:02 

04 

1:14 

55 

SBN-CVG 

2:13 

1:55 

24 

2:37 

524 

CVG-GRR 

3 :05 

2:41 

41 

3:46 

6:28 

5:38 

*4 

253 

GRR-CVG 

3 :05 

2:41 

32 

3:37 

522 

CVG-GRR 

3 :05 

2:41 

34 

3:39 

237 

GRR-IND 

2:04 

1:42 

16 

2:20 

8:14 

7:04 

j 

#5 

681 

CMH-YNG 

1:21 

1:09 

08 

1:29 

862 

YNG-CMH 

1:21 

1:09 

08 

1:29 

677 

CMH-CLE 

1:15 

1:03 

08 

1:23 

738 

CLE-IND 

2:56 

2:28 

44 

3:40 

6:53 

5:49 

178 


#6 


64  CMH-LMA 

:53 

:45 

:04 

:57 

97  LMA-PIT 

2:15 

1 :53 

:30 

2:45 

914  PIT-CHI 

3:43 

3:07 

:32 

4:15 

167  CHI-CMH 

3:33 

3:02 

:48 

4:21 

10:24 

8:47 

DAILY 

48:34 

41 :34 

SATURDAY 

35:29 

30:10 

MARCH  27  Week  Days  4  Saturdays 

27  Days 

1311:18 

1122:30 

4  Days 

141 :56 

120:40 

Total 

1453:14 

1243:10 

Daily  Utilization 

5:44 

APRIL  26  Week  Days  4  Saturdays 

26  Days 

1262:44 

1080 :44 

4  Days 

141 :56 

120:40 

Total 

1404:40 

1201 :24 

Daily  Utilization 

5:43 

Note :  1  ‘  B-B  *  ’  —  Bloct-to-Block. 
‘  ‘  P-P  *  *  =  PoinMo-Paint. 


■* 
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Exhibit  LCA-22 


Docket  No.  6411,  et  al. 

LAKE  CENTRAL  AIRLINES,  INC. 

PROPOSED  SCHEDULE  ROUTING 
(Present  System  plus  CHI- YIP) 


1 

2 

3 

4 

5 

6 

7 

IND 

0600 

IND 

0700 

YIP 

0730 

IND 

0900 

~GRR 

rr) 

0700 

CMH 

0700 

CMH 

0730 

KID 

0642 

LAF 

0732 

JXN 

0757 

OKK 

0932 

a.  AZO 

0730 

ZZV 

0731 

MNN 

0759 

DAT 

0708 

GYY 

0817 

BTL 

0821 

SBN 

1014  j 

|SBN 

0703 

PHD 

0758 

LIA 

0827 

SGH 

0732 

CHI 

0836 

AZO 

0835 

OKK 

0749 

YNG 

0829 

LIA 

0900 

CMH 

0800 

SBN 

0805 

SBN 

1150 

IND 

0817 

CHI 

0910 

YNG 

0900 

MNN  0932 

CMH 

0815 

CHI 

0840 

OKK 

1236 

IND 

0830 

SBN 

1049 

PHD 

0935 

CMH 

0957 

Ml^N 

0846 

IND 

1304 

RID 

0912 

AZO 

1119 

CHI 

0900 

ZZV 

1002 

CMH 

1015 

MFD 

0910 

IND 

1314 

mCVG 

1037 

BTL 

1133 

GYY 

0920 

S« 

o 

o 

CMH 

1029 

ZZV 

1046 

CLE 

0939 

RID 

1356 

w 

w 

JXN 

1157 

LAF 

1005 

CVG 

1400 

PHD 

1113 

CVG 

1523 

CMH 

1525 

CLE 

1000 

YIP 

1220 

IND 

1033 

RID 

1330 

.PIT 

1145 

MNN  1554 

cS 

CG 

MFD 

1033 

BMG 

1109 

CVG 

2010 

IND 

1408 

Ph 

5 

v 

YIP 

1700 

a 

00 

MFD 

1620 

H  PIT 

1310 

MNN 

1057 

RID 

1941 

a,IND 

CJ 

1425 

. 

JXN 

1727 

BMG 

1120 

ZJ 

M 

w 

CLE 

1648 

PHD 

1346 

CMH 

1125 

IND 

2019 

OKK 

1457 

BTL 

1751 

IND 

1205 

CMH 

1135 

AZO 

1805 

OKK 

1237 

SGH 

1207 

IND 

SBN 

1736 

LIA 

1422 

DAY 

1231 

OKK 

CHI 

1811 

MNN 

1454 

RID 

1257 

SBN 

MFD 

1517 

IND 

1335 

CHI 

1900 

AZO 

PHD 

1551 

SBN 

1939 

GRR 

PIT 

1623 

AZO 

2109 

PIT 

1700 

BTL 

2123 

PHD 

1736 

JXN 

2147 

ZZV 

1805 

YIP 

2210 

CMH 

1832 

CMH 

1920 

cS 

CO 

ZZV 

1951 

Q« 

o 

o 

YNG 

2047 

H 

B 

YNG 

2115 

cS 

CO 

ZZV 

2215 

■+■> 

O. 

o 

CMH 

2242 

M 

H 

Note:  AH  times  are  Local  Standard. 


MFD 

1421 

SBN 

1543 

CLE 

1720 

MNN 

1445 

2030 

AZO 

1714 

MFD 

1756 

LIA 

1517 

2102 

GRR 

1739 

MNN 

1820 

OKK 

1505 

2148 

CMH 

1845 

-4-* 

GRR 

1810 

2  LAF 

1536 

2220 

CMH 

1905 

W 

U 

H 

AZO 

1844 

H 

^GYY 

1619 

2247 

SBN 

1816 

SGH 

1937 

CHI 

1635 

DAY 

1959 

OKK 

1902 

RID 

2024 

CHI 

1720 

IND 

1930 

GYY 

1742 

IND  2102 


LAF  1826 

OKK  1856 

IND  1924 

IND  1945 
RID  2027 

cs 

2  DAY  2152 

2  SGH  2212 
w 

CMH  2240 
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803  Exhibit  LCA-23 

Docket  No.  6411,  et  al. 


LAKE  CENTRAL  AIRLINES,  INC. 


SCHEDULE  TIMES  FOR  PROPOSED  NEW  SERVICE 


En  Route  Times 


(Minutes)  * 


Segment 

Miles 

Block-to-Block 

Chicago  —  South  Bend 

74 

35 

South  Bend  —  Kalamazoo 

54 

26 

Kalamazoo  —  Battle  Creek 

17 

10 

Battle  Creek  —  Jackson 

40 

20 

Jackson  —  Detroit 

47 

23 

Totals 

232 

1:54 

*  Based  on  Average  block-to-block  speed  of  136  miles  per  hour  and  in-and- 
out  times  of  3  minutes  at  en  route  stops  and  4  minutes  at  origin  and  destina¬ 
tion  points. 


804  Exhibit  LCA-24 

Docket  No.  6411,  et  al. 

LAKE  CENTRAL  AIRLINES,  INC. 

ORIGINATION  AND  DESTINATION  PASSENGER 


FORECAST,  YEAR  ENDING  JUNE  30, 

1955 

No.  of 

Route 

Psgr. 

Passengers 

Miles 

Miles 

ween  Battle  Creek 

and: 

Chicago 

8,093 

145 

1,173,485 

Detroit 

10,610 

85 

923,070 

Kalamazoo 

17 

Jackson 

65 

40 

2,600 

South  Bend 

428 

71 

30,388 

Totals 

19,196 

2,129,543 

ween  Chicago  and: 

Detroit 

1,763 

232 

409,016 

Kalamazoo 

2,386 

128 

305,408 

Jackson 

1,451 

185 

268,435 

South  Bend 

1,451 

74 

107,374 

Totals 

7,051 

1,090,233 

182 


4 


Between  Detroit  and: 


Kalamazoo 

3,650 

104 

379,600 

Jackson 

1,521 

47 

71,487 

South  Bend 

7,420 

158 

1,172,360 

Totals 

12,591 

1,623,447 

Between  Kalamazoo  and: 

Jackson 

31 

57 

1,767 

South  Bend 

31 

54 

1,674 

Totals 

62 

3,441 

Between  Jackson  and: 

South  Bend 

130 

111 

14,430 

Total  Segment 

39,030 

4,861,094 

Additional  Lake  Central 

Passenger  Miles  re¬ 
sulting  from  Jackson 

Passengers  using 

Indianapolis 

265 

138 

36,570 

GRAND  TOTAL 

Source:  Treasury  Department, 

Lake  Central. 

4,897,664 

A 


♦ 


4 
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Exhibit  LCA-24A 


Docket  No.  6411,  et  al . 


Page  1  of  2 
(Supplemental) 


LAKE  CENTRAL  AIRLINES,  INC. 

DETAIL  FOE  ORIGINATION  AND  DESTINATION  PASSENGER  FORECAST 


f 

Historic  Air  Travel 
Air  Traffic  Surveys 

Adjustment 

Traffic  in 

Between  Battle  Creek  and: 

9/52 

3/53 

Total 

Percentage 

Forecast  Year* 

Chicago 

Local 

69 

72 

141 

250% 

4,583 

Through  1 

Total 

y 

139 

86 

225 

120% 

3,510 

8,093 

Detroit 

Local 

34 

75 

109 

250% 

3,543 

Through 

Total 

243 

210 

453 

120% 

7,067 

10,610 

Kalamazoo 

| 

Jackson 

1 

1 

2 

250% 

65 

South  Bend 

Local 

3 

2 

5 

250% 

163 

Through  1 

Total 

TOTAL 

7 

10 

17 

120% 

265 

428 

19,196 

Between  Chicago  and: 

r  Detroit  2 

62 

51 

113 

120% 

1,763 

Kalamazoo  3 

Local 

29 

30 

59 

120% 

920 

Through 

*  Total 

Jackson 

58 

36 

94 

120  % 

1,466 

2,386 

Local 

19 

17 

36 

250% 

1,170 

Through 

Total 

9 

9 

18 

120% 

281 

1,451 

South  Bend 

Local 

81 

31 

112 

60% 

577 

Through 

40 

34 

74 

60% 

874 

Total 


1,451 

7,051 


TOTAL 


184 

4 

806 

Exhibit  LCA-24A 

Page  2  of  2 

(Supplemental) 

Docket  No.  6411 

,  &t  fli. 

LAKE  CENTRAL  AIRLINES,  INC. 

4 

DETAIL  FOE  ORIGINATION  . 

AND  DESTINATION 

PASSENGER  FORECAST 

' 

(Continued) 

\ 

Historic  Air  Travel 

Air  Traffic  Surveys 

Adjustment 

Traffic 

in 

Between  Detroit  and: 

9/52 

3/53 

Total 

Percentage 

Forecast  Year  4 

Kalamazoo  3 

Local 

14 

31 

45 

120% 

702 

Through 

101 

88 

189 

120% 

2,948 

Total 

3,650 

Jackson 

Local 

11 

7 

IS 

250% 

585 

Through 

30 

30 

60 

120% 

936 

Total 

1,521 

South  Bend 

Local 

90 

74 

164 

250% 

5,330 

Through 

212 

56 

268 

60% 

2,090 

Total 

7,420 

*  t 

TOTAL 

12,591 

Between  Kalamazoo  and: 

1 

Jackson 3 

1 

1 

o 

w 

120% 

31 

South  Bend  3 

1 

1 

2 

120% 

31 

TOTAL 

62  * 

Between  South  Bend  and: 

Jackson 

3 

1 

4 

250% 

130  4 

l  Adjusted  for  17  passengers  between  Chicago  and  Battle  Creek  who 

would  be  rerouted  4 

through  Indianapolis  and  use 

Lake  Central  from  South  Bend  to  Indianapolis. 

2  Based  on  an  estimated 

one  passenger  per  completed  flight. 

3  Based  on  Lake  Central 

’s  experienced  traffic 

north  and  south.  Originations  and  des-  ■»! 

tinations  are  in  the  same  ratio  as  the  Battle  Creek  traffic. 

4  All  totals  are  expanded  to  annual  basis  by  multiplication  by  13. 

* 

i 
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807  Exhibit  LCA-25 

Docket  No.  6411,  et  al. 

LAKE  CENTRAL  AIRLINES,  INC. 


FORECAST  POINT-TO-POINT  AND  AVERAGE  LOAD 
FACTORS,  YEAR  ENDING  JUNE  30,  1955 


(1) 

(2) 

(3) 

(4) 

(5) 

l 

2 

No.  of 

Route 

Psgr. 

Plane 

Available 

Seat 

Average 

Load 

Point-to-Point 

Psgrs. 

Miles 

Miles 

Miles 

Miles 

Load 

Factor 

Chicago-South  Bend 

15,144 

74 

1120656 

103718 

2,178,078 

10.80 

51.45% 

South  Bend- 
Kalamazoo 

21,702 

54 

1171908 

75686 

1,589,406 

15.48 

73.73 

Kulamazoo- 
Battle  Creek 

22,966 

17 

390422 

23827 

500,367 

16.39 

78.03 

Battle  Creek- Jackson 

25,120 

40 

1004800 

56064 

1,177,344 

17.92 

85.34 

Jackson-Detroit 

24,964 

47 

1173308 

65876 

1,383,396 

17.81 

84.81 

Total  Segment 

Additional  Lake  Central 
Passenger  Miles 
resulting  from  Jackson 
Passengers  using 

Indianapolis 

4861094 

36570 

325171 

6,828,591 

14.95 

i 

71.19% 

GRAND  TOTALS 

4897664 

325171 

6,828,591 

15.06 

71.72% 

1  Column  3  divided  by  Column  4. 

2  Column  4  divided  by  Column  5. 

Source:  Treasury  Department,  Lake  Central. 


r 


h 


> 

•/ 
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808  Exhibit  LCA-26 

Docket  No.  6411,  et  al. 

LAKE  CENTRAL  AIRLINES,  INC. 

FORECAST  STATISTICS  FOR  YEAR  ENDING 

JUNE  30,  1955 
(Detroit-Chicago  Segment) 


Route  Miles  232 

Daily  Scheduled  Miles  928 

Scheduled  Miles  338,720 

Schedule  Completion  Factor  96% 

Revenue  Miles  Flown  325,171 


186 


Available  Seat  Miles  6,828,591 1 

Revenue  Passenger  Miles  4,897,664 2 

Load  Factor  71.72% 

Mail  Ton  Miles  4,718  3 

Other  Commercial  Ton  Miles  16,893 4 

Yield  in  Cents  per  Revenue 

Passenger  Mile  5.84$  5 

Average  Journey  in  Miles  125.48 

Number  of  Revenue  Passengers  39,030 

Daily  Aircraft  Utilization  6:33 6 


1  Based  on  21  seats. 

2  Based  on  Forecast  in  Exhibit  LCA-24. 

3  Based  on  system  experience  of  .01451  per  revenue  plane  mile. 

4  Based  on  system  experience  of  .05195  per  revenue  plane  mile. 

5  Based  on  system  yield. 

«  Based  on  average  ground  speed  of  136  miles  per  hour. 


809  Exhibit  LCA-27 

Docket  No.  6411,  et  al. 

LAKE  CENTRAL  AIRLINES,  INC. 


PROFIT  OR  LOSS  STATEMENT  FOR  FORECAST 
YEAR  ENDING  JUNE  30,  1955 
(Added  Cost  Basis) 


Non-Mail  Revenue: 

Amount 

Cents/Rev. 

Plane-Mile 

3101  Passenger 

3105  Express 

3107  Excess  Baggage 

3108  Charter 

$2S6;024 

6,959 

1,469 

2,507 

87.96$ 

2.14 

.45 

.77 

Total  Non-Mail  Revenues 

$296,959 

91.32$ 

Expenses: 

Operating  Expenses: 

Direct  Expenses: 

5100  Flying  Operations 

5200  Direct  Maintenance 

5900  Depreciation  —  Flight 

$109,062 

51,312 

16,733 

33.54$ 

15.78 

5.15 

Total  Direct  Expenses 


$177,107 


54.47$ 


Indirect  Expenss: 

6100  Ground  Operations 

Amount 

$  48,600 

Cents/Rev. 

Plane-Mile 

14.95^ 

6200 

Ground  and  Indirect 
Maintenance 

20,323 

6.25 

6300 

Passenger  Service 

13,917 

4.28 

6400 

Traffic  and  Sales 

38,280 

11.77 

6500 

Advertising  and  Publicity 

10,601 

3.26 

6600 

General  and  Administrative 

3,099 

.33 

Total  Indirect  Expenses 

$135,900 

41.79(£ 

Total  Operating  Expenses 

$313,007 

96.26^ 

7100 

Non-Operating  Expenses 

2,569 

.15 

Total  Expenses 

$315,576 

96*41^ 

Break-Even  Need 

$  18,617 

5.09^ 

Less: 

Service  Mail  Pay 

12,172 

3.74 

Subsidy  Mail  Pay 

$  6,445 

1.35^ 

Source:  Treasury  Department,  Lake  Central. 


810  Exhibit  LCA-28 

Docket  No.  6411,  et  al. 

LAKE  CENTRAL  AIRLINES,  INC. 

DISTRIBUTION  OF  STATION  EXPENSES 
(By  CAB  major  accounts,  for  forecast  year) 


Civil  Aeronautics  Board  major  account  classification 


Station 

General 

Totals 

6100 

6200 

6300 

6400 

6500 

6600 

6900 

Headquarters,  etc. 

$59,580 

$11,640 

$20,323 

$13,917 

$  . 

$10,601 

$3,099 

$  . 

Chicago 

6,480 

3,600 

2,880 

South  Bend 

5,640 

2,760 

2,880 

Kalamazoo 

4,080 

1,200 

2,880 

Battle  Creek 

16,140 

6,480 

9,120 

540 

Jackson 

16,140 

6,480 

9,120 

540 

Detroit 

27,840 

16,440 

11,400 

TOTALS 

$135,900 

$48,600 

$20,323 

$13,917 

$38,280 

$10,601 

$3,099 

$1,080 

Source:  Treasury  Department,  Lake  Central. 


811  Exhibit  LCA-29 

Docket  No.  6411,  et  al. 


LAKE  CENTRAL  AIRLINES,  INC. 

CAPITAL  REQUIREMENTS 

Lake  Central  now  has  complete  facilities  installed  at 
Chicago,  South  Bend  and  Kalamazoo  on  existing  Route  No. 
88  which  are  entirely  adequate  for  the  proposed  operation 
between  Detroit  and  Chicago.  Lake  Central  plans  to  ar¬ 
range  for  joint  facilities  with  other  carriers  at  Detroit. 
The  only  capital  expenditures  which  will  be  required  are, 


therefore : 

For  equipping  two  stations 

(Battle  Creek  and  Jackson)  $  6,000 

For  one  DC-3  aircraft  65,000 

Parts  and  Materials  13,000 


Total  $84,000 


812  Exhibit  LCA-30 

Docket  No.  6411,  et  al. 

LAKE  CENTRAL  AIRLINES,  INC. 

FINANCING  PLANS 

Exhibit  LCA-29  shows  that  Lake  Central’s  total  capital 
requirements  for  the  activation  of  the  route  segment  it 
seeks  in  this  proceeding  will  be  approximately  $84,000. 

Lake  Central’s  balance  sheets  as  of  February  28,  1954 
(Exhibit  LCA-12)  indicates  notes  payable  of  $205,600  due 
the  Merchants  National  Bank  &  Trust  Company,  and  long 
term  debt  of  $44,100,  or  a  total  of  $249,700.  Reference  to 
the  schedule  of  notes  payable  (Exhibit  LCA-13)  will  show 
that  the  long  term  debt  appearing  on  the  February  28, 
1954  balance  sheet  is  made  up  of  notes  payable  to  the  Mer¬ 
chants  National  Bank  &  Trust  Company.  As  is  also  shown 
by  Exhibit  LCA-13,  Lake  Central  is  paying  off  the  notes 


payable  to  Merchants  National  at  the  rate  of  $11,300  per 
month.  Thus,  as  of  March  31,  1954,  the  balance  stood  at 
$238,400.  As  of  September  30,  1954,  the  balance  will  have 
been  reduced  to  $170,600.  Assuming  that  decision  in  this 
proceeding  might  be  reached  by  September  30,  1954,  Lake 
Central  would  at  that  time  owe  Merchants  National  $170,- 
600  secured  by  seven  DC-3  aircraft.  Lake  Central’s  man¬ 
agement  is  confident  that  refinancing  could  be  arranged 
with  Merchants  National  as  of  October  1,  1954,  which 
would  bring  the  notes  payable  balance  back  up  to  $280,000, 
secured  by  the  present  fleet  of  seven  DC-3  aircraft.  This 
action  would  yield  Lake  Central  $109,400  for  financing  the 
proposed  operation.  i 

In  addition,  should  it  be  needed,  Lake  Central’s  manage¬ 
ment  is  confident  that  it  could  obtain  an  additional  $50,000 
from  the  Merchants  National  on  the  security  of  the  eighth 
DC-3  aircraft  which  it  will  purchase  for  use  over  the  pro¬ 
posed  new  segment  of  Route  No.  88.  This  additional 
amount  together  with  the  refinancing  just  described  would 
make  a  total  of  $159,400  available  for  the  activation  of  the 
Detroit-Chicago  segment. 

Exhibit  LCA-13  demonstrates  that  Lake  Central  has 
been  able  to  obtain  bank  financing  at  very  reasonable  in¬ 
terest  rates.  There  is  every  reason  to  expect  that  any  re¬ 
quired  additional  bank  financing  can  be  procured  on  the 
same  favorable  terms. 

813  Exhibit  LCA-31 

(Rebuttal) 

Docket  No.  6411,  et  al. 

LAKE  CENTRAL  AIRLINES,  INC. 

REBUTTAL  TO  TEXT,  PAGE  NOR-39A 

1.  There  is  no  proven  correlation  between  Buying  Power 
Quotas  and  airline  traffic  generation.  The  Buying 
Power  Quota  was  not  prepared  with  the  view  of  its  use 


in  predicting  airline  travel ;  the  weighting  of  the  factors 
going  into  the  Quota  was  for  quite  different  purposes. 
Except  from  page  28,  Sales  Management,  May  10,  1953, 
“Survey  of  Buying  Power”: 

“The  column  headed  ‘Buying  Power  Quota’  is 
designed  as  an  overall  index  for  use  in  setting  sales 
quotas  and  advertising  appropriations. 

“The  number  of  people,  their  buying  habits,  and 
the  amount  of  money  they  have  to  spend  are  each 
important  in  setting  sales  quotas  and  allocating  ad¬ 
vertising  appropriations,  but  for  the  greatest  ma¬ 
jority  of  products  no  single  feature  is  an  accurate 
guide.  Perhaps  we  were  all  created  equal  but  we 
are  not  equal  when  we  reach  the  buying  stage;  nor 
do  we  buy  all  our  goods  in  the  towns  in  which  we 
live. 

“As  a  result  of  much  study  and  experimentation, 
and  after  checking  tentative  conclusions  with  actual 
sales  records  of  many  Sales  Management  subscrib¬ 
ers,  the  editors  perfected  a  balanced  ‘Buying  Power 
Quota’  which  assigns  5  points  to  ‘%  of  U.  S.  A.  Ef¬ 
fective  Buying  Income,’  3  points  to  ‘%  of  U.  S.  A. 
Retail  Sales,’  and  2  points  to  ‘%  of  U.  S.  A.  Popu¬ 
lation.’  In  Surveys  prior  to  1952  the  column  was 
called  ‘%  of  U.  S.  A.  Potential.’ 

“This  ‘Buying  Power  Quota’  can  be  used  without 
change  by  national  marketers  in  setting  up  sales 
quotas  on  a  fair  and  equitable  basis,  in  dividing  up 
sales  territories,  in  setting  realizable  goals  for  dis¬ 
tributors;  by  advertising  agencies,  and  by  advertis¬ 
ing  departments  in  breaking  down  their  appropri¬ 
ations  and  in  deciding  where  to  put  added  pressure.” 

*  *  • 

2.  The  “Effective  Buying  Income”,  which  is  assigned 
3/10  of  the  weight  in  the  “Buying  Power  Quota”,  ac¬ 
tually  represents  only  disposal  personal  income ;  it 
wholly  excludes  business  income,  w’hich  is  a  prime 
source  of  air  traffic  generation. 

Excerpt  from  pages  20-21,  Sales  Management,  supra : 

“•  *  *  ‘Personal  income’  excludes  the  profits  of 
business  enterprises  from  national  income  in  order 


191 


to  emphasize  the  distribution  of  income  among  in¬ 
dividuals  receiving  either  wages,  salaries,  profits  or 
property  income.  Then,  in  order  to  indicate  how 
much  of  this  income  is  available  for  expenditure 
for  the  goods  and  services  produced  by  these  fac¬ 
tors  of  production,  we  introduce  the  device  of  sub¬ 
tracting  from  personal  income  all  tax  payments  to 
federal,  state  and  local  governments.  The  Govern¬ 
ment  calls  the  resulting  figure  ‘disposable  personal 
income. ’  Our  own  concept  of  ‘Net  Effective  Buying 
Income’  is  nothing  more  than  the  disposal  income 
available  for  spending  in  the  various  states  of  the 
Union,  and  differs  from  the  Department  of  Com¬ 
merce  estimate  of  total  disposable  income  in  that  we 
deduct  income  paid  to  overseas  personnel.” 
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814  Exhibit  LCA-32 

Docket  No.  6411,  et  al. 

LAKE  CENTRAL  AIRLINES,  INC. 


(Rebuttal) 
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815  Exhibit  LCA-33 

(Rebuttal) 

Docket  No.  6411,  et  al. 

LAKE  CENTRAL  AIRLINES,  INC. 

COMPARISON  OF  SEPTEMBER  1952  AND  MARCH 
1953  SURVEY  0  &  D  TRAFFIC  MOVING  BE¬ 
TWEEN  ROUTE  7  POINTS  AND  POINTS  ON 
ROUTES  OF  LAKE  CENTRAL,  NORTH  CEN¬ 
TRAL  AND  OZARK 

(Rebuttal  to  Exhibits  NOR-28  (page  3),  NOR-56,  NOR-57 

and  NOR-58) 


BETWEEN: 


Battle 


AND: 

Creek  Chicago 

Detroit 

Jackson  South  Bend 

Total 

LCA  system  except 
Route  7  cities 

110 

19,765 

17 

19,892 

Ozark  system  except 
Route  7  cities 

64 

10,572 

3 

502 

11,141 

North  Central 

, 

system  except 
Route  7  cities 

34 

3 

155 

192 

TOTALS 

208 

30,337 

23 

657 

31,225 

Conclusions  : 

(1)  Of  the  31,225  passengers  who  during  the  September 
1952  and  March  1953  survey  periods  moved  between 
the  Route  7  cities  not  now  served  by  the  applicant 
carriers  and  the  other  cities  on  the  applicants’  sys¬ 
tems: 


(a)  19,892  or  63.71 %  moved  to  and  from  points 
served  by  Lake  Central;  only  11,141,  or  35.68%, 
moved  to  and  from  points  served  by  Ozark 
Air  Lines;  and  only  192,  or  .61%  moved  to  and 
from  points  served  by  North  Central  Airlines. 

(b)  19,892,  or  63.71%,  will  receive  additional  one- 
carrier  service  if  the  Route  7  points  are  awarded 
to  Lake  Central;  whereas  only  11,141,  or  35.68%, 
will  receive  additional  one  carrier  service  if 
such  points  were  awarded  to  Ozark,  and  North 
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Central  would  provide  tlie  least  amount  of  addi¬ 
tional  one-carrier  service — for  only  192  passen¬ 
gers,  or  .61%. 

(2)  Based  on  the  foregoing  facts,  the  community  of 
interest  of  the  Route  7  cities  as  measured  by  the 
air  traffic  flow  for  the  Survey  periods  will  be  better 
served  by  the  certification  of  Lake  Central,  as  op¬ 
posed  to  Ozark,  by  1.79  times;  and  by  Lake  Central, 
as  opposed  to  North  Central,  by  104.44  times.  (Ad¬ 
ditionally,  it  should  be  noted  that  Ozark  proposes 
no  service  to  Kalamazoo.) 


816  CIVIL  AERONAUTICS  BOARD 

WASHINGTON  25 

May  21,  1954 

Mr.  Albert  F.  Grisard 

Counsel  for  Lake  Central  Airlines,  Inc. 

412  Metropolitan  Bank  Building 
Washington  5,  D.  C. 

Re :  American  Airlines,  Inc., 
Chicago-Detroit  Route  7 
Local  Service  Case, 
Docket  No.  6411  et  al. 

Dear  Mr.  Grisard: 

This  will  acknowledge  receipt  of  your  letter  of  trans¬ 
mittal  of  April  26,  1954,  containing  certain  late-filed  ex¬ 
hibits  of  Lake  Central  Airlines,  Inc.,  in  accordance  with 
the  permission  granted  by  the  Examiner  in  the  above-en¬ 
titled  proceeding. 

In  accordance  with  the  permission  granted  by  the  Ex¬ 
aminer  on  pages  140,  141,  142,  143,  170,  and  180  of  the 
record  in  the  above-entitled  proceeding,  the  document 
submitted  by  Lake  Central  Airlines  identified  as  “Air 
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Traffic  In  Passengers  Between  Route  7  Points  Not  Pres¬ 
ently  Served,  and  Other  Cities  Served  As  Shown  by  Air¬ 
line  Traffic  Survey”  is  admitted  in  evidence  as  Lake 
Central’s  exhibit  LCA-33A  pages  1,  2,  and  3;  the  docu¬ 
ment  identified  as  “Analysis  of  Aircraft  and  Spare  Plight 
Equipment  as  of  February  28,  1954”  is  received  in  evi¬ 
dence  as  Lake  Central’s  Exhibit  LCA-34  pages  1  and  2;  the 
document  identified  as  “Forecast  of  Number  and  Com¬ 
pensation  of  Additional  Personnnel”  is  received  in  evi¬ 
dence  as  Lake  Central’s  Exhibit  LCA-35;  and  the  docu¬ 
ment  identified  as  “Passengers  Enplaned  for  6  Months 
Ending  12/31/53”  is  received  in  evidence  as  Lake  Cen¬ 
tral’s  Exhibit  LCA-36. 

Very  truly  yours, 

Curtis  C.  Hexderson, 
Hearing  Examiner . 


AIR  TRAFFIC  IN  PASSENGERS  BETWEEN  ROUTE  7  POINTS  NOT  PRESENTLY  SERVED,  AND 
OTHER  CITIES  SERVED  AS  SHOWN  BY  AIRLINE  TRAFFIC  SURVEY 
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Source:  Air  Traffic  Surveys  for  September  1952  and  March  1953,  and  Official  Airline  Guide,  April  1954. 
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Source:  Air  Traffic  Surveys  for  September  1952  and  March  1953,  and  Official  Airline  Guide,  April  1954. 
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821  Exhibit  No.  LCA-34 

LAKE  CENTRAL  AIRLINES,  INC. 

ANALYSES  OF  AIRCRAFT  AND  SPARE  FLIGHT 
EQUIPMENT  AS  OF  FEBRUARY  28,  1954 


Spare  Engines  Spare  Propellers 


Number 

Book  Value 

Number 

Total  Cost 

463960 . 

.  $  250.00 

RRB  8860._., . 

$  350.00 

4260545 . 

.  3,250.00 

AC  41-48125 . 

350.00 

439094 . 

.  2,650.00 

114851 . 

350.00 

449659  . 

250.00 

P-8944-4 

350.00 

489513 . . 

250.00 

45699 . 

265.00 

462016 . 

250.00 

$1,665.00 

109769 . 

250.00 

9  Spare  Blades.. 

585.00 

455408 

250.00 

Total . . 

$2,250.00 

43-144993 . 

250.00 

326336. . 

250.00 

77622 . 

.  1,534.34 

134243 . 

962.50 

: 

Total. . . 

.....  $10,396.84 

! 
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Exhibit  No.  LCA-35 


LAKE  CENTRAL  AIRLINES,  INC. 

FORECAST  OF  NUMBER  AND  COMPENSATION  OF 
ADDITIONAL  PERSONNEL 


Total 

Account  Compensation 

No.  No.  Description  Per  Month 

5100  3  Captains  @  $860 .  $2,580 

5100  2  Co-pilots  @  $360._ .  720 

5200  &  4  Mechanics  @  $320 .  1,280 

6200 

6100  2  Station  Managers  @  $300 .  600 

6100  1  Dispatch  Clerk  @  $275 .  275 

6100  1  Communications  Clerk  @  $220 .  220 

6300  3  Stewardesses  @  $210 .  630 

6400  9  Station  Agents  (1)  @  $240 .  2,160 

Total  25  $8,465 

Notes: 


(1)  These  personnel  will  handle  operation  and  reservations  functions. 
Attention  is  directed  to  the  facts  that  Lake  Central  presently  has 
facilities  at  Chicago,  Souh  Bend  and  Kalamozoo  and  that  it  proposes 
to  have  another  carrier  service  its  flight  and  handle  its  operation  at 
Detroit  on  a  joint  facility  basis. 


823  Exhibit  LCA-36 

Docket  No.  6411,  et  al. 

LAKE  CENTRAL  AIRLINES,  INC. 

PASSENGERS  ENPLANED 
FOR  6  MONTHS  ENDING  12/31/53 

Mansfield  2,376 

South  Bend  2,569 

Sources :  Forms  41,  Schedule  B-5 
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EXHIBITS  OF  NORTH  CENTRAL  AIRLINES 
Exhibit  No.  NOR-7 


CAB  Docket  No.  6411,  et  al. 

NORTH  CENTRAL  AIRLINES,  INC. 

OPERATING  FLIGHT  EQUIPMENT 
December  31,  1953 

A.  Aircraft 

North  Central  Airlines  has  a  fleet  of  19  Douglas  DC-3 
aircraft,  17  of  which  it  owns,  and  two  are  leased  from  Trans 
World  Airlines.  All  of  these  aircraft  were  built  originally  as 
DC-3’s  and  are  not  converted  C-47’s,  making  them  lighter, 
thus  increasing  their  allowable  payload. 

B.  Engines 

Each  of  the  above  aircraft  has  two  Wright  G202A  engines 
and  we  have  twenty  spare  engines,  making  a  total  of  fifty- 
eight  engines  owned  by  the  Company. 

C.  Propellers 

Each  of  the  above  aircraft  has  two  Hamilton  Standard 
33E50  propellers  and  we  have  twenty  spare  propellers  for 
a  total  of  fifty-eight  owned. 

D.  Radio  Equipment 

Each  of  the  above  aircraft  is  equipped  with  the  com¬ 
pany’s  standard  radio  installation  which  is  approved  by 
the  CAA  for  the  company’s  navigation  and  communications 
requirements. 

I 

E.  Spare  Parts  and  Assemblies 

North  Central  has  a  sufficient  inventory  of  spare  parts 
to  service  maintain  the  above  fleet  of  aircraft  for  a  con¬ 
siderable  period  of  time. 


REBUTTAL  TO  EXHIBITS  NOR-21  AND  NOR-27 
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Exhibit  LCA-32 


Docket  No.  6411,  et  al. 


(Rebuttal) 


LAKE  CENTRAL  AIRLINES,  INC. 


CO  ^ 

tO  rH  ^ 

CM 

O 

CO 

to 

^  CO  CO 

ITS  00 

rH  LO  CO 

rH 

CM 

to 

^  CM  CO 

.2  ®  3 

o  O  Cl 

CM 

CO 

t—  rH 

C  %  2  g 

«  c:  ^  cs 

CO  rH 

to  rH  rH 

rH 

rH 

ct  ,jD 

o  a 

03  r- 

00  00  CO 

00 

O 

00 

O  Hf*  CO 

&h  Eh  a 

to  O 

O  O  rH 

Ci 

00 

c^> 

o 

WON 

■\03 

04  CO  rH 

00 

CO 

TT 

^  CM 

O  rH 

tO  rH  04 

rH 

CM 

CO  _  ••  rH 
CO  CP  — 1  r-  .  — 

►.  3  C  Eh  o 

OC—  <5  M  w 

“  S'-! 

PhS 

00  rH 

ft  •  .§  S 
§  &  -  ** 
- 

\  >>a>  2* 

e*5  o  «  2 

Kn  h1 
>-H  1T3 
r  cs  i— i  i-t 

gTJ  2B^> 

gj 

o 


CO  p 

g  bS 

r“i  q  S  F*)  "  Q 

'S0^  ^  o  c 

°2  §_,*h 

2  .O  £§  »-  03 

S  K  ow 

52  Eh  _ 

2  km 

rl  O  iOnfl 

#  O  C 
-OH#- 

e»w  Sskhh 

"  >=02  W.  ao 

OQ  q  1-1 


e*  H  rH 

c  i-we 


IQmN 


^  ®EhQ 

r-*  _E«65 


/-S 

r-v 

rs 

^s  /"N 

HOCO 

O 

rH 

Cl 

oo  oo 

CO  Hi 

N» 

to 

Hi 

Nr 

CM  Cl 

CO  H1  CO 

CM 

00 

to 

CM 

Cl  o 

CM  CO  CM 

CO 

CM 

rH 

cO 

CO  o 

H<  O  *“H 

CM 

Nr 

Nr 

CM 

to  rH 

00  rH  lO 

CO 

Nr 

CO 

rH 

CO  ^ 

v-^ 

v-r 

■v> 

CM  00  CO 

rH 

to 

rH 

Nr 

ao  O  Hi 

ococi 

N- 

to 

Hi 

rH 

oo  co 

CM  CO  CO 

H» 

CO 

CO 

Hi 

CM  CM 

NHCO 

CO 

CM 

CO 

rH 

CM 

oT^Th^ 

CO 

Hi* 

O 

o' 

00  cohT 

n*  r^-  co 

Hi 

oo 

CO 

rH 

ao  CO  Hi 

OO^CI 

to 

CO 

to 

Hi  Hi  CO 

O  00  to 

o 

ao 

CO 

rH 

CO  Nr  to 

to  to  oo 

Hi 

Cl 

CO 

CO 

ci  woo 

H  CO  Cl 

CO 

Hi 

CO 

CM 

O  w 

N  H  ri 

CM 

'w' 

CO  ^  CO 

CO 

Nr 

o 

CO 

CM  CM  00 

H*  N—  rH 

Hi 

rH 

CO 

CO 

rH  IO  CO 

H  H  O 

to 

Hi 

Nr 

oo 

Hi  Hi 

co  o  co 

O 

rH 

CM 

rH 

Cl 

to  rH 

rH 

NOW 

CM 

CM 

CO 

to 

O  O  N- 

00  to  CO 

CO 

N 

CM 

N 

00 

CM  rH 

rH 

rH 

03  H  N 

O 

Nr 

CM 

CM 

WON 

to  to  O 

CO 

Cl 

Nr 

Nr  rH 

to  CO  CO 

CO 

CM 

CM 

NNCO 

to 

CO 

rH 

Hi 

CO  O  H 

CO  CO  CM 

CO 

CO 

CO 

CO 

Cl  i“H 

CM  rH 

rH 

rH 

rH 

O  00  to 

rH 

CM 

00 

O 

rH  Hi  Cl 

Cl  N  CM 

Hi 

N- 

rH 

CO 

tO  rH 

N-  CO  CO 

Hi 

rH 

Hi 

rH 

to 

|Q  CO  to 

/ — vyrs/-^ 

rs 

rs 

N 

^cc 

Nr  to  rH 

Hi 

O 

rH 

Nr 

qNN 

rH  CO  tO 

a 

Cl 

o 

oo 

IQ5  00  H4 

rH  wH 

N_r 

CM 

CM 

rH  ww 

v-/  ^ 

N-/ 

w 

•w> 

03  N  H 

o 

o 

to  00  Ci 

CM 

rH 

o>  2** t>- 

rH  rH 

rH 

rH 

to 

CD  ta 

rs 

-^S 

/*s 

/*s 

CM  tO  -H 

CM 

CM 

CM 

CO 

Hi  CO  CO 

CO  N  CM 

CM 

to 

CO 

Hi 

Nr  00 

rH  rH  rH 

CM 

CO 

CM 

rH 

^rH  rH 

>— ✓ 

r}<  O  CO 

O 

CM 

CM 

CO  rH  Nr 

00  C3 

rH 

CO 

CO 

00  Hi  O 

H  N  H 

CO 

CO 

rH 

rH  CM 

o 

s 

o 

* 

*  *  * 

to  HI  CM 

CO 

H 

O 

co  co  co 

» 

O 

* 

*  *  * 

CM  CM 

rH 

rH 

o 

CM  N-  CO 

r<  *  o 

~  SgpSicSfflOl  m  rs  S  S 

O  ft  2  S'  a  >->  *"o^'0o-,  =  2S 

o  ti  a  a  ’<n  .2  ej  2i  ,2  >23  o  C5  vj 

».S  5k  c  §  wp)  gS  aO^O  gH^ | 

fiSo  pScq  e  b  fi  ®  Wb 


ZT  CO 
S3  »-H 

®  £ 

ao 

to  a 

=  P.‘£, 
‘*2  6 
g  &s 

^^2 
a,=  a 
-—  © 

►j*  ►> 

a.°  •= 
£  a  -e 
»•?  8 
.  rH  *  — 
CO  ^  S'  « 

°  a 
©  o«  a 
ao  to  a 

4  CH  C 
ft  ©  w 

_  -a  © 

«» 6s  a 

w  •  o  a 

>v»  "S  u  ■“ 

ft  s  *<  -m 

o  —  ^ 
ft0  « 

o 

a  £*=  « 

^  S|° 

ff  _  ©  W 

O  ft-~  Ci 

5  O  OQ  rl 

^  00  — 

a.  g|  8 

a  2  =  e* 

§  02  s 

«  S-O 
v.  oi  a  'O 
©  a  a  c 
«m  a  a 

+-*  »*K 

'O  <n 
g  *o  a  jg 
h  l  aH 
«  •=  p-»  . 

©  55  O 

~  -X!  ft 

yr;  <a  o 

G  <  43  go 

H  «  O  to 


o 

©  ft- 
12  v 
3  a  ■ 

O  .2 

•n 

>->  ©  ! 
C  b 

££< 
*5  a 
ft  ”  , 


?  ©  ©  a 

o  to  ao  = 

^  ^  Jj  o 

oo  o  o  O 

qQ  •«■< 

<  a  a  ii 

^  o  o  O 


193 


815 

Docket  No.  6411,  et  al. 


Exhibit  LCA-33 


(Rebuttal) 


LAKE  CENTRAL  AIRLINES,  INC. 

COMPAEISON  OF  SEPTEMBER  1952  AND  MARCH 
1953  SURVEY  0  &  D  TRAFFIC  MOVING  BE¬ 
TWEEN  ROUTE  7  POINTS  AND  POINTS  ON 
ROUTES  OF  LAKE  CENTRAL,  NORTH  CEN¬ 
TRAL  AND  OZARK 

(Rebuttal  to  Exhibits  NOR-28  (page  3),  NOR-56,  NOR-57 

and  NOR-58) 


AND: 

LCA  system  except 
Route  7  cities 
Ozark  system  except 
Route  7  cities 
North  Central 
system  except 
Route  7  cities 

TOTALS 


Conclusions  : 


Battle 

Creek 

110 

64 


34 

208 


BETWEEN : 

i 

Chicago  Detroit  Jackson  South  Bend  Total 


19,765 

10,572 

30,337 


17 


502 


155 


19,892 


,11.141 


192 


23 


657  31,225 


(1)  Of  the  31,225  passengers  who  during  the  September 
1952  and  March  1953  survey  periods  moved  between 
the  Route  7  cities  not  now  served  by  the  applicant 
carriers  and  the  other  cities  on  the  applicants’  sys¬ 
tems: 

(a)  19,892  or  63.71 %  moved  to  and  from  points 
served  by  Lake  Central;  only  11,141,  or  35.68%, 
moved  to  and  from  points  served  by  Ozark 
Air  Lines;  and  only  192,  or  .61%  moved  to  and 
from  points  served  by  North  Central  Airlines. 

(b)  19,892,  or  63.71 %,  will  receive  additional  one- 
carrier  service  if  the  Route  7  points  are  awarded 
to  Lake  Central;  whereas  only  11,141,  or  35.68%, 
will  receive  additional  one  carrier  service  if 
such  points  were  awarded  to  Ozark,  and  North 
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Central  would  provide  tlie  least  amount  of  addi¬ 
tional  one-carrier  service — for  only  192  passen¬ 
gers,  or  .61%. 

(2)  Based  on  the  foregoing  facts,  the  community  of 
interest  of  the  Route  7  cities  as  measured  by  the 
air  traffic  flow  for  the  Survey  periods  will  be  better 
served  by  the  certification  of  Lake  Central,  as  op¬ 
posed  to  Ozark,  by  1.79  times;  and  by  Lake  Central, 
as  opposed  to  North  Central,  by  104.44  times.  (Ad¬ 
ditionally,  it  should  be  noted  that  Ozark  proposes 
no  service  to  Kalamazoo.) 


816  CIVIL  AERONAUTICS  BOARD 

WASHINGTON  25 


May  21,  1954 

Mr.  Albert  F.  Grisard 

Counsel  for  Lake  Central  Airlines,  Inc. 

412  Metropolitan  Bank  Building 
Washington  5,  D.  C. 

Re :  American  Airlines,  Inc., 
Chicago-Detroit  Route  7 
Local  Service  Case, 
Docket  No.  6411  et  al. 

Dear  Mr.  Grisard: 

This  will  acknowledge  receipt  of  your  letter  of  trans¬ 
mittal  of  April  26,  1954,  containing  certain  late-filed  ex¬ 
hibits  of  Lake  Central  Airlines,  Inc.,  in  accordance  with 
the  permission  granted  by  the  Examiner  in  the  above-en¬ 
titled  proceeding. 

In  accordance  with  the  permission  granted  by  the  Ex¬ 
aminer  on  pages  140,  141,  142,  143,  170,  and  180  of  the 
record  in  the  above-entitled  proceeding,  the  document 
submitted  by  Lake  Central  Airlines  identified  as  “Air 
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Traffic  In  Passengers  Between  Route  7  Points  Not  Pres¬ 
ently  Served,  and  Other  Cities  Served  As  Shown  by  Air¬ 
line  Traffic  Survey”  is  admitted  in  evidence  as  Lake 
Central’s  exhibit  LCA-33A  pages  1,  2,  and  3;  the  docu¬ 
ment  identified  as  “Analysis  of  Aircraft  and  Spare  Flight 
Equipment  as  of  February  28,  1954”  is  received  in  evi¬ 
dence  as  Lake  Central’s  Exhibit  LCA-34  pages  1  and  2;  the 
document  identified  as  “Forecast  of  Number  and  Com¬ 
pensation  of  Additional  Personnnel”  is  received  in  evi¬ 
dence  as  Lake  Central’s  Exhibit  LCA-35;  and  the  docu¬ 
ment  identified  as  “Passengers  Enplaned  for  6  Months 
Ending  12/31/53”  is  received  in  evidence  as  Lake  Cen¬ 
tral’s  Exhibit  LCA-36. 

Very  truly  yours, 

Curtis  C.  Henderson, 
Hearing  Examiner. 
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Exhibit  No.  LCA-33A 
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Source:  Air  Traffic  Surveys  for  September  1952  and  March  1953,  and  Official  Airline  Guide,  April  1954. 
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Exhibit  No.  LCA-33A 
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821  Exhibit  No.  LCA-34 

LAKE  CENTRAL  AIRLINES,  INC. 

ANALYSES  OF  AIRCRAFT  AND  SPARE  FLIGHT 
EQUIPMENT  AS  OF  FEBRUARY  28,  1954 

Spare  Engines  Spare  Propellers 


Number 

Book  Value 

Number 

Total  Cost 

463960 . 

.  $  250.00 

RRB  8860 . 

$  350.00 

4260545 . 

.  3,250.00 

AC  41-48125 . 

350.00 

439094 . 

.  2,650.00 

114851 . 

350.00 

449659  . 

250.00 

P-89444.__ . 

350.00 

489513 . 

250.00 

45699 . 

265.00 

462016 . 

250.00 

$1,665.00 

109769 . 

250.00 

9  Spare  Blades.. 

585.00 

455408 

250.00 

Total . 

$2,250.00 

43-144993...... 

250.00 

326336 . 

250.00 

77622 . 

....  1,534.34 

134243 . 

962.50 

Total . 

....  $10,396.84 
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822  Exhibit  No.  LCA-35 

LAKE  CENTRAL  AIRLINES,  INC. 

FORECAST  OF  NUMBER  AND  COMPENSATION  OF 
ADDITIONAL  PERSONNEL 


Total 

Account  Compensation 

No.  No.  Description  Per  Month 

5100  3  Captains  @  $860 .  $2,580 

5100  2  Co-pilots  @  $360._ .  720 

5200  &  4  Mechanics  @  $320 .  1,280 

6200 

6100  2  Station  Managers  @  $300 .  600 

6100  1  Dispatch  Clerk  @  $275 .  275 

6100  1  Communications  Clerk  @  $220 .  220 

6300  3  Stewardesses  @  $210 .  630 

6400  9  Station  Agents  (1)  @  $240 .  2,160 

Total  25  $8,465 

Notes: 


(1)  These  personnel  will  handle  operation  and  reservations  functions. 
Attention  is  directed  to  the  facts  that  Lake  Central  presently  has 
facilities  at  Chicago,  Souh  Bend  and  Kalamozoo  and  that  it  proposes 
to  have  another  carrier  service  its  flight  and  handle  its  operation  at 
Detroit  on  a  joint  facility  basis. 


823  Exhibit  LCA-36 

Docket  No.  6411,  et  al. 

LAKE  CENTRAL  AIRLINES,  INC. 

PASSENGERS  ENPLANED 
FOR  6  MONTHS  ENDING  12/31/53 

Mansfield  2,376 

South  Bend  2,569 

Sources :  Forms  41,  Schedule  B-5 


201 


* 


r 


*• 

► 


*- 

► 


* 


♦ 


V 

7 

r 


► 


► 


EXHIBITS  OF  NORTH  CENTRAL  AIRLINES 
844  Exhibit  No.  NOR-7 

CAB  Docket  No.  6411,  et  al. 

NORTH  CENTRAL.  AIRLINES,  INC. 

OPERATING  FLIGHT  EQUIPMENT 
December  31,  1953 

A.  Aircraft 

North  Central  Airlines  has  a  fleet  of  19  Douglas  DC-3 
aircraft,  17  of  which  it  owns,  and  two  are  leased  from  Trans 
AVorld  Airlines.  All  of  these  aircraft  were  built  originally  as 
DC-3’s  and  are  not  converted  C-47’s,  making  them  lighter, 
thus  increasing  their  allowable  payload. 

B.  Engines 


Each  of  the  above  aircraft  has  two  AVright  G202A  engines 
and  we  have  twenty  spare  engines,  making  a  total  of  fifty- 
eight  engines  owned  by  the  Company. 

C.  Propellers 


Each  of  the  above  aircraft  has  two  Hamilton  Standard 
33E50  propellers  and  we  have  twenty  spare  propellers  for 
a  total  of  fifty-eight  owned. 

D.  Radio  Equipment 

Each  of  the  above  aircraft  is  equipped  with  the  com¬ 
pany’s  standard  radio  installation  which  is  approved  by 
the  CAA  for  the  company’s  navigation  and  communications 
requirements. 

E.  Spare  Parts  and  Assemblies 

North  Central  has  a  sufficient  inventory  of  spare  parts 
to  service  maintain  the  above  fleet  of  aircraft  for  a  con¬ 
siderable  period  of  time. 
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848  Exhibit  No.  NOR-10 

EXAMPLES  OF  SHORT  FLIGHT  OPERATIONS  SELECTED 
SEGMENTS,  NOR  ROUTE  PATTERN  YEAR  1953 


Segment  Distance 

Stevens  Point-Wausau .  27 

LaCrosse-Winona . .  27 

Clintonville-Green  Bay.__ .  31 

Manitowoc-Green  Bay .  34 

Janesville-Madison .  39 

Clintonville-Stevens  Point .  39 

Oshkosh-Green  Bay. . .  40 

Grand  Forks-Thief  River  Falls .  43 

Alexandria-Fergus  Falls .  46 

Duluth  Hibbing .  49 

Wausau-Rhinelander.__ .  50 

Green  Bay-Menominee._ .  50 

Menominee-Escanaba .  50 

Escanaba-Iron  Mountain .  50 

Iron  Mountain-Marquette._ .  50 

Other  Segments .  51  to  60 

61  to  70 
71  to  80 


81  to  90 
91  to  100 
100  and  over 


Number 


3 

5 

3 

6 

4 
4 


Source:  Airline  Route  and  Mileage  Manual. 
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Exhibit  No.  NOR-20 


SELECTED  ECONOMIC  CHARACTERISTICS  AND  GROWTH 

► 

ROUTE  7  CITIES 


►  POPULATION 

South  Bend 

Kalamazoo 

Battle  Creek 

Jackson 

1940 . . 

1950 . . 

%  Increase  1950/1940 . 

POSTAL  RECEIPTS 

101 ,268 
115,911 
14.5 

54,097 

57,704 

6.7 

43,453 

48,666 

20 

49,656 

51,088 

2.9 

r  1950 . . 

1952 . . 

►  %  Increase  1952/1950 . 

1,841,855 

2,077,609 

12.8 

1,287,401 

1,403,950 

9.1 

1,164,329 

1,003,964 

(13.8) 

784,377 

915,367 

16.7 

.  INDEX  OF  PURCHASING 
ABILITY— 1953 

►  Retail  Trade  ($000) . 

219,032 

126,458 

104,644 

104,239 

Effective  Buying  Income  ($000). 

260,379 

99,647 

83,848 

83,645 

Per  Capita . 

2,168 

1,658 

1,612 

1,627 

Per  Family., . 

7,193 

5,598 

5,20$ 

5,195 

’  Quality  of  Market  Index. . 

146 

137 

133 

134 

Buying  Power  Quota . 

.1116 

.0523 

.0439 

.0437 

r  DATA  ON  INDUSTRY 

No.  of  Establishments  1947 . 

192 

193 

82: 

153 

r  Total  Salaries  ($000)  1947 . 

116,937 

42,183 

32,900 

41,125 

*  Number  Employed: 

1947 . 

1939 

%  Increase  1947/1939 . 

34,757 

16,850 

106.3 

13,861 

7,225 

91.8 

11,727 

6 , 622 i 

77.1 

12,490 

6,240 

101.3 

*  Value  Added  by  Manufacture  ($000) 

1947 . . 

K  1939._ . 

%  Increase  1947/1939 . 

191,886 

61,295 

213.1 

79,825 

33,009 

141.8 

82,933 

43,010 ; 

92.8 

70,109 

23,727 

145.5 

*  Source:  Census  of  Manufactures  1947. 

Sales  Management — 1953. 

‘  Receipts  and  Classes  of  Post  Offices — July 

1950,  1952. 
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Exhibit  No.  NOR-22 


ENPLANED  PASSENGERS  BY  QUARTERS 
AMERICAN  AIRLINES  PASSENGERS  ONLY 
BEGINNING  WITH  194S 


Passengers 


Year  and  Quarter 

South,  Bend 

Kalamazoo 

Battle  Creek 

Jackson 

1948— 1st . 

.  692 

— 

740 

— . 

2nd . 

.  1,060 

— 

1,214 

— 

3rd . 

.  1 ,214 

— 

1,490 

— 

4th._ . 

.  551 

— 

653 

139 

Total . 

.  3,517 

-0- 

4,097 

139 

1949— 1st . 

.  445 

462 

117 

2nd . 

.  926 

— 

954 

— 

3rd . 

.  613 

— 

925 

— 

4th . 

.  680 

— 

741 

— 

Total . 

.  2,664 

-0- 

3,082 

117 

1950— 1st . 

.  305 

_ _ — 

493 

_ 

2nd . 

.  810 

— 

1,256 

— 

3rd . 

.  806 

— 

1,242 

279 

4th . 

.  796 

— 

1,087 

270 

Total . 

.  2,717 

-0- 

4,078 

549 

1951— 1st . 

.  771 

1,036 

248 

2nd . 

.  990 

— 

1,376 

298 

3rd . 

.  1,090 

— 

1,695 

326 

4th.. . 

.  874 

— 

1,209 

252 

Total . 

.  3,725 

-0- 

5,316 

1,124 

1952— 1st . 

.  818 

1,243 

222 

2nd . 

.  936 

— 

1,594 

325 

3rd . 

.  1,040 

— 

2,001 

327 

4th._ . 

.  1,106 

— 

1,774 

244 

Total . 

.  3,900 

— o~ 

6,612 

1,118 

1953— 1st . 

.  844 

1,643 

188 

2nd . 

.  1,146 

— 

2,043 

290 

3rd . 

.  1,070 

— 

1,802 

387 

Total . 

.  3,060 

-0- 

5,488 

865 

Source:  Carriers  41’s. 


GROWTH  OF  PASSENGER  TRAFFIC 
ENPLANED  PASSENGERS  FLOWN  BY  AMERICAN 
MOVING  YEAR  BEGINNING  WITH  1948 
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Exhibit  No.  NOR-24 


HISTORIC  AIR  TRAFFIC 
BATTLE  CREEK 


March  1952:  Rank 

New  York .  1 

Chicago .  2 

Detroit .  3 

Cleveland...- .  4 

Washington,  D.  C..„ .  5 

Wichita,  Kansas .  6 

Los  Angeles .  7 

Pittsburgh .  8 

San  Francisco .  9 

Buffalo .  10 

From  15  to  10  Passengers .  8  Cities 

From  9  to  5  Passengers .  15  Cities 

From  4  and  less  Passengers .  34  Cities 


Total . .  67  Cities 


September  1952: 

New  York . . . 

Chicago . 

Cleveland.— . 

Detroit . 

Washington,  D.  C..„ . 

Milwaukee.- . 

Los  Angeles . 

San  Francisco . 

Boston . 

Buffalo . 

From  9  to  5  Passengers .  9  Cities 

From  4  and  less  Passengers _ 43  Cities 


Total. . .  62  Cities 


1 

2 

3 

4 

5 

6 

7 

8 
9 

10 


No.  of 
Passengers 

212 

175 

57 

48 

46 

23 

22 

17 

17 

15 

96 

97 
72 


897 


126 

69 

36 

34 

23 

17 

14 

14 

11 

10 

60 

83 


497 


207 


A 

A 
A 

864  Exhibit  No.  NOR-24 

^  HISTORIC  AIR  TRAFFIC 

JACKSON 


No.  of 

March  1952:  Rank  Passengers 

■  New  York .  1  49 

Chicago .  2  43 

►  Detroit .  3  18 

Kansas  City .  4  8 

*  Los  Angeles .  5  7 

i  Buffalo.. .  6  6 

Dayton._„ .  7  4 

Elmira-Coming,  N.  Y .  8  4 

Peoria._ .  9  4 

a  Madison... .  10  3 

f  From  3  and  less  Passengers _  23  Cities  35 

>  Total . .  33  Cities  181 


September  1952: 

Chicago .  1  19 

New  York .  2  12 

Detroit .  3  11 

r  Elmira .  4  8 

Pittsburgh .  5  3 

*  South  Bend .  6  3 

Albuquerque .  7  2 

Dayton . .  8  2 

Philadelphia .  9  2 

w  San  Francisco .  10  2 

*  From  1  each  Passengers .  9  Cities  9 

*  Total . .  19  Cities  73 


I 
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Exhibit  No.  NOR-24 


HISTORIC  AIR  TRAFFIC 
TOTAL  PASSENGERS 
KALAMAZOO 


No.  of 

March  1952:  Rank  Passengers 

Indianapolis . .  1  67 

Cincinnati .  2  19 

South  Bend .  3  19 

Louisville .  4  18 

Chicago .  5  15 

St.  Louis .  6  15 

Nashville .  7  9 

Grand  Rapids .  8  8 

Oklahoma  City. .  9  7 

Milwaukee .  10  7 

From  6  and  less  Passengers.. . .  40  Cities  82 


Total . .  50  Cities  266 


September  1952: 

Indianapolis . .  1  65 

St.  Louis .  2  17 

Cincinnati .  3  14 

Grand  Rapids .  4  12 

Louisville .  5  10 

Milwaukee.  . .  6  9 

South  Bend .  7  9 

Kokomo .  8  8 

Philadelphia .  9  7 

Kansas  City .  10  5 

From  5  and  less  Passengers _  25  Cities  48 


Total .  35  Cities  204 


209 
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Exhibit  No.  NOR-24 

HISTORIC  AIR  TRAFFIC 
AMERICAN  PASSENGERS  ONLY 
KALAMAZOO 


March  1952:  Rank 

Chicago .  1 

Washington,  D.  C.._ .  2 

Akron-Canton .  3 

Dayton .  4 

Kansas  City .  5 

Madison... .  6 

Miami . .  7 

Philadelphia .  8 

Cleveland...- .  9 

Detroit .  10 

Remaining  1  each  Passengers....  4  Cities 


Total . .  14  Cities 


September  1952: 


Philadelphia .  1 

Louisville .  2 

Boston .  3 

Chicago.... .  4 

Cincinnati .  5 

Madison .  6 

San  Diego .  7 

—  .  8 

—  9 


10 


No.  of 
Passengers 

5 

3 
2 
2 
2 
2 
2 
2 
1 
1 

4 


26 


4 

2 


1 

1 

1 


Total _ 


7  Cities 


11 
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867  Exhibit  No.  NOR-24 


HISTORIC  AIR  TRAFFIC 
TOTAL  PASSENGERS 
SOUTH  BEND 


March  1952: 

Chicago . 

New  York . 

Cleveland . 

Indianapolis . 

Davton 

Rank 

.  1 
.  2 
.  3 

.  4 

5 

No.  of 
Passengers 

671 

360 

227 

224 

113 

Los  Angeles . 

.  6 

108 

Philadelphia . 

.  7 

94 

Columbus . 

8 

93 

Washington,  D.  C . 

.  9 

91 

Detroit . 

.  10 

84 

From  83  to  25  Passengers . 

16  Cities 

746 

From  24  to  10  Passengers . 

18  Cities 

284 

From  9  and  less  Passengers _ 

109  Cities 

348 

Total . 

153  Cities 

3,443 

September  1952: 

Chicago . 

1 

451 

New  York . 

2 

309 

Philadelphia . 

3 

162 

Cleveland . 

4 

147 

Indianapolis . 

5 

117 

Detroit . 

6 

96 

Cincinnati  . 

7 

68 

St.  Louis . 

8 

67 

Los  Angeles . 

9 

58 

Dayton . 

10 

55 

From  50  to  25  Passengers . 

10  Cities 

387 

From  24  to  10  Passengers . 

12  Cities 

179 

From  9  and  less  Passengers . 

89  Cities 

324 

Total . 

111  Cities 

2,420 

Source:  Airline  Traffic  Survey. 
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868  Exhibit  No.  NOR-24 

>  HISTORIC  AIR  TRAFFIC 

AMERICAN  PASSENGERS  ONLY 


SOUTH  BEND 

No.  of 

March  1952:  Rank  Passengers 

i  Chicago .  1  140 

New  York .  2  123 

.  Detroit .  3  77 

Los  Angeles .  4  26 

►  Buffalo .  5  19 

Boston .  6  8 

Kansas  City .  7  8 

St.  Louis .  8  8 

*  Oklahoma  City. .  9  7 

Miami .  10  6 

►  • 

From  6  and  less  Passengers...,.  34  Cities  69 

Total .  44  Cities  491 


September  1952: 

r  New  York .  1  149 

Detroit .  2  90  ■ 

r  Chicago .  3  81 

Buffalo .  4  22 1 

*  St.  Louis .  5  10 ; 

Rochester.,, .  6  9 

Los  Angeles .  7  8 

*  Boston .  8  7 

Hartford . . .  9  7 

*  Syracuse .  10  5 , 

*  From  5  and  less  Passengers 24  Cities  49 

Total . .  34  Cities  437 


i* 


* 


Source:  Airline  Traffic  Survey. 
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Exhibit  No.  NOR-25 
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876  Exhibit  No.  NOR-27 

TRAFFIC  FORECAST  FOR  ROUTE  7  CITIES 
FOR  YEAR  1955 

Generated  Passengers  Outbound 
South  Bend  Kalamazoo  Battle  Creek  Jackson  Totals 


Buying  power  Quota . 1116 

Forecast  passengers  per  Quota  Unit..  30.00 

Number  of  forecast  passengers .  33,480 

Passengers  allocated  to  Route  7... .  8,370 

Eastbound: 

Percent  of  traffic. .  61 . 60 

Number  of  passengers .  5,156 

Distance  to  terminal . . .  158 

Revenue  Passenger  Miles .  814,648 

Passenger  Revenue  @  7.4c .  $60,284 

Westbound: 

Percent  of  traffic. .  36.35 

Number  of  passengers .  3,042 

Distance  to  terminal . .  74 

Revenue  Passenger  Miles .  225,108 

Passenger  Revenue  @  7.4c .  $16,658 

Both  Directions  (Doubled  for  in  and 
out  traffic) : 

Revenue  Passenger  Miles . 2,079,512 

Passenger  Revenue . . .  $153,884 


1  Assume  an  even  split  between  4  carriers 

2  Assume  %  of  traffic  would  fly  on  Route  7 

3  Assume  same  as  Battle  Creek 

Source:  Sales  Management  1953 
Other  NOR  Exhibits 


.0523 

.0439 

.0437 

.2515 

25.00 

25.00 

12.50 

— 

13,075 

10,975 

5,463 

62,993 

1  8,716 2 

10,975 

5,463 

33,524 

54.49  s 

54.49 

57.97 

4,749 

5,980 

3,167 

19,052 

104 

87 

47 

— 

493,896 

520,260 

148,849 

1,977,653 

36,548 

38,499 

11,015 

146,346 

l 

44.40  s 

44.40 

41.10 

3,870 

4,873 

2,245 

14,030 

128 

145 

185 

— 

495,360 

706,585 

415,325 

1,842,378 

36,657 

52,287 

30,734 

'  136,336 

1,978,512  2 

,453,690 

1,128,348 

7,640,062 

146,410 

181,572 

83,498 

565,364 

214 
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Exhibit  No.  NOR-28 


AIR  MAIL  GENERATION 

NORTH  CENTRAL  AND  OTHER  MICHIGAN  CITIES 
YEAR  ENDING  SEPTEMBER  30,  1953 


Buying  Tons  per  Unit 


Cities 

Tons 

Power 

Quota 

of  Buying 
Power  Quota 

North  Central  Cities: 

Eau  Claire . 

...  16.86 

.0281 

Green  Bay . 

...  23.86 

.0427 

Janesville . 

...  19.66 

.0447 

LaCrosse . 

...  18.05 

.0365 

Oshkosh . 

...  26.96 

.0311 

Wausau . 

...  18.42 

.0249 

Totals . 

...  123.81 

.2080 

.0595 

Other  Michigan  Cities: 

Grand  Rapids . 

...  125.91 

.1389 

Lansing . 

...  51.97 

.0840 

Muskegon . 

...  32.56 

.0391 

Totals.. . 

...  210.44 

.2620 

.0803 

Both  Groups  of  Cities . 

...  334.25 

.4700 

.0711 

Source:  Carrier’s  41’s. 

Sales  Management  May  1953 
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879  Exhibit  No.  NOR-28 

FORECAST  OF  MAIL  VOLUME  AND  COMPENSATION 

ROUTE  7  CITIES 
YEAR  1955 


South 

Bend 

Kalamazoo 

Battle 

Creek 

i 

Jackson 

Total 

Buying  Power  Quotas . 

.1116 

.0523 

.0439 

.0437 

Tons  per  Quota  Unit . 

.0711 

.0711 

.0711 

.0711; 

— 

Originating  Air  Mail  Tons.-  . 

79.3 

37.2 

31.2 

31.1 

— 

Eastbound: 1 

Volume  (3^  Total) . 

9.9s 

12.4  3 

15.6 

15.55 

— 

Distance  to  Terminal . 

158 

104 

87 

47 

— 

Revenue  Ton  Miles . 

1,564 

1,290 

1,357 

731 

4,942 

Mail  Revenue  ($1.48  per  ton  mile).. 

$2,315 

$1,909 

$2,008 

$1,082 

$7,314 

Westbound: 1 

Volume . 

9.9 

12.4 

15.6 

15.55  ; 

— 

Distance  to  Terminal . 

74 

128 

145 

185 

— 

Revenue  Ton  Miles . 

733 

1,587 

2,262 

2,877 

7,459 

Mail  Revenue . 

$1,085 

$2,349 

$3,348 

$4,258 

$11,040 

Both  Directions: 

Revenue  Ton  Miles . 

2,297 

2,877 

3,619 

3,608  ; 

12,401 

Mail  Revenue . 

$3,400 

$4,258 

$5,356 

$5,340 

$18,354 

1  Assume  equal  Volume  in  each  direction 
1  Assume  M  to  each  Carrier 
3  Assume  %  of  Forecast 

SOURCE:  Other  NOR  Exhibits 
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Exhibit  No.  NOR-28 


FORECAST  OF  OFF  SEGMENT  TRAFFIC  AND  REVENUE 
ON  NOR  SYSTEMS  FROM  ROUTE  7  CITIES 


Number  of  Passengers 
in  September,  1952 
Total  Across  Lake 

CITIES  HAVING  DIRECT  SERVICE 


Forecast 

Percent  °/o  with  one 
Destined  Carrier 
Across  Lake  Service 


Grand  Rapids  _  5208 

Lansing  - 1608 

Muskegon  -  2116 

TOTAL _  8932 

ROUTE  7  CITIES 

South  Bend  _  2420 

Kalamazoo  _  204 

Battle  Creek  _  497 

Jackson  _  73 

TOTAL  _  3194 

Forecast 

Total 

Passengers 

South  Bend  _  33,480 

Kalamazoo  _. _ 13,075 

Battle  Creek  _  10,975 

Jackson  _ 5,463 

TOTAL  _ 


617 

11.85 

196 

12.19 

626 

29.58 

1439 

16.11 

57 

2.36 

4.0 

10 

4.90 

6.0 

32 

6.44 

6.0 

0 

0.00 

2.0 

99 

3.10 

%  Going 

Forecast 

to  Present 

off  Segment 

NOR  points 

Passengers 

General 

4.0 

1,339 

6.0 

785 

6.0 

659 

2.0 

109 

2,892 

Estimated  Miles  per  passenger _ _ _ _ — . . .  125 

Revenue  Passenger  Miles _ _ _  361,500 

Revenue  at  7 $  yield . . . — . . . . . . . . .  $25,305 


SOURCE:  Airline  Traffic  Surveys 
Other  NOR  Exhibits 
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884  Exhibit  No.  NOR-40 

EFFECT  OF  SCHEDULE  FREQUENCY  ON  TRAFFIC 
NORTH  CENTRAL’S  OPERATION— 3RD  QUARTER 

1953 


Number 

Number  of  Passengers 

of 

Per 

Departures 

Total 

Departure 

1.49  DAILY  RT.  SCHEDULES 

OR  LESS 

! 

Alexandria  . . 

263 

270 

1.03 

Fergus  Falls  - - 

202 

160 

.79 

St.  Cloud  . .  . 

247 

195 

.79 

Thief  River  Falls _ _ _ 

251 

212 

.84 

TOTAL  . 

963 

837 

.87 

1.50  TO  3.49  DAILY  RT. 

SCHEDULES 

Bemidji  . . 

291 

509 

1.75 

Brainerd  _ _ _ 

294 

614 

2.09 

Clintonville  . . 

346 

259 

.75 

Detroit 1  . 

180 

1,866 

1.04 

Eau  Claire  . . . . 

445 

822 

1.85 

Escanaba  _ 

345 

640 

1.86 

Fargo  1  . . .  . 

145 

671 

4.63 

Grand  Forks1  . 

149 

267 

1.79 

Grand  Rapids  . . . 

343 

573 

1.67 

Hibbing  . . - . - _ _ _ _ 

364 

932 

2.56 

Houghton  1  . 

177 

630 

3.56 

International  Falls1  . . 

181 

795 

4.39 

Iron  Mountain  — . . 

337 

534 

1.58 

Ironwood  . . . . 

332 

529 

1.59 

Janesville  .  . . 

439 

1,017 

2.32 

LaCrosse  . . 

365 

725 

1.99 

Lansing  . . . . . 

354 

456 

1.29 

Marquette  . . . 

336 

495 

1.47 

Menominee  ~  — . . . 

345 

622 

1.80 

Rhinelander  . . . . 

354 

1,248 

3.53 

Stevens  Point  . . . 

524 

705 

1.35 

Winona  . . . 

338 

194 

.57 

TOTAL  . . . 

6,984 

15,103 

2.16 

3.50  TO  7.49  DAILY  RT.  SCHEDULES 

Green  Bay  . . . . _ 

1,182 

3,181 

2.69 

Madison  . . . 

908 

4,848 

5.34 

Oshkosh  - - - 

728 

2,114 

2.90 

Wausau  . 

712 

1,709 

2.40 

TOTAL  _ - - 

3,530 

11,852 

3.36 

7.50  DAILY  RT.  SCHEDULES 

&  OVER 

Chicago 1  . . 

1,244 

20,720 

16.66 

Duluth  1  . . —  - . 

700 

4,247 

6.07 

Milwaukee  _ _ _ _ 

1,863 

10,163 

5.46 

Minneapolis 1  .  . . 

1,108 

8,977 

8.10 

TOTAL  .  . 

4,915 

44,107 

;  8.97 

1  Terminals 

Source:  Carriers  41’s 
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885  Exhibit  No.  NOR-41 

EFFECT  OF  SCHEDULE  FREQUENCY  ON  TRAFFIC 
3rd  QUARTERS  OF  1950  and  1952  COMPARED 
SELECTED  CITIES  WITH  AND  WITHOUT  SCHEDULE  INCREASE 

Scheduled  Departures  Air  Passengers  Enplaned 

1950  1952  Change  1950  1952  Change 

CITIES  WITHOUT  SCHEDULE  INCREASE 


Bradford  . . . 

212 

184 

953 

1,099 

North  Platte  . . .. . 

184 

184 

419 

636 

Bend  . . . 

184 

184 

615 

587 

Grand  Junction  _ 

184 

184 

916 

1,012 

Salinas  _  . - - - - 

184 

184 

554 

671 

Iowa  City  - 

184 

184 

521 

683 

Grand  Island  . 

184 

184 

582 

856 

Dubuque  . . . . . 

430 

367 

744 

767 

Sioux  City  . . . . 

184 

184 

921 

1,188 

TOTAL  .  ... 

1,930 

1,839 

(4.72) 

6,225 

7,499 

Passengers  per  Departure 

3.23 

4.08 

CITIES  WITH  SCHEDULE  INCREASE 

Ogden  . . . . . — .. 

184 

368 

200 

462 

Twin  Falls  .  . . 

184 

368 

664 

1,369 

Klamath  Falls  . 

184 

330 

1,173 

1,527 

Mason  . . .  . 

124 

195 

266 

555 

Eau  Claire  _ _ _ 

368 

460 

190 

735 

Oshkosh  . 

552 

736 

580 

1,903 

Green  Bay  . . 

552 

736 

778 

1,808 

Wausau  ....  . . . . 

552 

736 

557 

1,545 

TOTAL  _ 

2,700 

3,929 

45.51 

4,408 

9,904 

20.47 

26.31 


124.68 


Passengers  per  Departure 


1.63  2.52  54.60 


Source:  Carrier’s  41’s 
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Exhibit  No.  NOR-42 


OPERATING  RESULTS  AT  DULUTH  AND  LACROSSE 
BEFORE  AND  AFTER  SUSPENSION  OF  NORTHWEST 

Duluth  Lacrosse 

North  North 

Central  Northwest1  Total  Central  Northwest  Total 


YEAR  1951 

Passengers  Enplaned  _  995  4552 

Aircraft  Departures  _  638  266 

Station  Expenses  . .  11413  51961 

per  Aircraft  Departure  17.89  195.34 

per  Passenger  Enplaned  11.47  11.41 

YEAR  ENDING  1ST  QUARTER  1953 


Passengers  Enplaned  _  9693 

Aircraft  Departures  _  1906 

Station  Expenses  _  34027 


per  Aircraft  Departure  .  17.85 
per  Passenger  Enplaned  3.51 

PERCENT  INCREASE  1953/1951 

Passengers  Enplaned  . . 

Aircraft  Departures  _ 

Station  Expense  _ 

per  Aircraft  Departure . 
per  Passenger  Enplaned 


5547 

1568 

1568 

904 

705 

705 

63374 

31216 

31216 

70.10 

44.28 

44.28 

11.42 

19.91 

19.91 

9693 

2029 

2029 

1906 

1250 

1250 

34027 

16309 

16309 

17.85 

13.05 

13.05 

3.51 

8.04 

8.04 

74.8% 

29.4% 

110.9 

77.3 

(46.3) 

(47.8) 

(74.5) 

;  (70.5) 

[69.3) 

(59.6) 

1  DC-4  Equipment 
Source:  Carriers  41’s 


EFFECT  OF  SUSPENDING  TRUNK  AIRLINE  SERVICE  ON  TRAFFIC  GENERATION 
NUMBER  OF  PASSENGERS  CARRIED  LAST  FULL  YEAR  OF  TRUNK  SERVICE 
AND  FIRST  FULL  YEAR  BY  THE  REPLACING  LOCAL  CARRIER 
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888  Exhibit  No.  NOR-44 

COMPARISON  OF  SCHEDULE  FREQUENCY  AND  GROWTH 
PRINCIPAL  NORTH  CENTRAL  AND  ROUTE  7  CITIES 
NUMBER  OF  SCHEDULED  FLIGHT  DEPARTURES 


3rd 

Per  cent 

3rd  Quarters 

Per  cent 

Quarter 

Increase 

► 

1951 

1952 

Increase 

&  1953 

over  1951 

#  PRINCIPAL  NORTH 

CENTRAL  CITIES 

Chicago 

. .  828 

1,012 

22.2 

1,288 

55.6 

►  Milwaukee  . . 

. . .  1,288 

1,656 

28.6 

1,932 

50.0 

Madison  _ 

_  552 

920 

66.7 

920  . 

66.7 

Duluth  . 

. .. .  184 

644 

250.0 

736 

300.0 

Wausau  . . . 

.  552 

736 

33.3 

736 

33.3 

v  Eau  Claire  . 

.  368 

460 

25.0 

460 

25.0 

Green  Bay  . . 

. ..  644 

736 

14.3 

1,196 

85.7 

Oshkosh  . . 

. . .  736 

736 

0 

736 

0 

•  Minneapolis  . — 

.. . . .  276 

980 

255.1 

1,012 

266.7 

TOTAL  . . . 

.  ......  5,428 

7,880 

45.2 

9,016 

66.1 

ROUTE  7  CITIES 

South  Bend  . 

. .  184 

184 

0 

184 

0 

k  Battle  Creek  _ 

. .  184 

184 

0 

184 

0 

Jackson  _ _ 

. . . 184 

184 

0 

184 

0 

A  TOTAL  _ 

..  ...  552 

552 

0 

552 

0 

Source:  Official  Airline  Guide 
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COMPARISON  OF  TRAFFIC  GROWTH— 1949-1953 
ROUTE  7  AND  NORTH  CENTRAL’S  ROUTES 

North  Central  System  Route  7 

Number  of  Index  Number  of  Index 

Passengers  of  Growth  Passengers  of  Growth 


1949  _ _ _ 

32,627 

100 

5,863 

100 

1950  . . 

48,797 

150 

7,344 

125 

1951  ......  . . . 

96,300 

295 

10,165 

173 

1952  _ _ _ 

153,067 

469 

11,630 

198 

1953  . .  . . 

219,671 

673 

12,550 

214 

Source:  Carrier’s  41’s 
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893  Exhibit  No.  NOR-47 

COMPARISON  OF  SCHEDULED  FLIGHT  TIMES 
DIFFERENT  AIRCRAFT  FOR  SHORT  TRIPS 


NOVEMBER 

1953  SCHEDULES 

Between  Point  of  Service 

Segment 

Flight 

Type  of  Air¬ 

y  and  point  of  service 

Mileage 

Carrier  Time 

craft  Flown 

Kansas  City  &  Topeka 

55 

OZA 

28 

DC-3 

¥ 

TWO 

35 

202A 

k  Baltimore  &  Washington 

30 

AAL 

22 

DC-3 

CAP 

24 

DC-4 

AAL 

30 

240 

Springfield,  Ill.  &  St.  Louis 

84 

OZA 

43 

:  DC-3 

► 

AAL 

46 

240 

^Chicago  &  Milwaukee 

82 

NCA 

48 

DC-3 

AAL 

55 

240 

•  Milwaukee  &  Madison 

73 

NCA 

40 

DC-3 

NWA 

45 

DC-4 

’  Lansing  &  Detroit 

65 

NCA 

39 

:  DC-3 

CAP 

43 

DC-4 

Grand  Rapids  &  Detroit 

117 

NCA  1 

10 

DC-3 

A 

CAP  1 

22 

DC-4 

Grand  Rapids  &  Lansing 

55 

NCA 

31 

DC-3 

CAP 

39 

DC-4 

.  Sacramento  &  Oakland 

67 

SWA 

33 

DC-3 

UAL 

40 

340 

Louisville  &  Lexington 

62 

PAI 

34 

;  DC-3 

EAL 

35 

404 

Charleston  &  Huntington 

49 

PAI 

34 

DC-3 

¥ 

EAL 

33 

404 

Roanoke  &  Winston-Salem 

84 

PAI 

35 

DC-3 

* 

EAL 

45 

!  404 

.  Roanoke  &  Greensboro 

86 

PAI 

34 

DC-3 

EAL 

45 

404 

k  Roanoke  &  Charleston 

115 

PAI 

54 

DC-3 

EAL 

45 

404 

Buffalo  &  Rochester 

55 

MOH 

30 

DC-3 

AAL 

37 

i  240 

Rochester  &  Syracuse 

79 

MOH 

38 

DC-3 

AAL 

40 

240 

,  Santa  Fe  and  Albuquerque 

50 

PAL 

31 

DC-3 

CAL 

44 

340 

Spartanburg  &  Charlotte 

62 

SAL 

32 

DC-3 

EAL 

34 

:  404 
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COMPARISON  OF  SCHEDULED  FLIGHT  TIMES 
DIFFERENT  AIRCRAFT  FOR  SHORT  TRIPS 
NOVEMBER  1953  SCHEDULES 


Between  Point  of  Service 

Segment 

Flight 

Type  of  Air¬ 

and  point  of  service 

Mileage 

Carrier 

Time 

craft  Flown 

Baton  Rouge  &  New  Orleans 

65 

SAL 

33 

DC-3 

EAL 

36 

404 

Dallas  &  Waco 

89 

PAL 

43 

DC-3 

BNF 

44 

340 

Greenville  &  Spartanburg 

22 

SAL 

18 

DC-3 

EAL 

24 

404 

San  Francisco  &  San  Jose 

32 

SWA 

23 

DC-3 

SWA 

24 

202 

San  Francisco  &  Santa  Rosa 

75 

SWA 

45 

DC-3 

SWA 

45 

202 

Phoenix  &  Tucson 

111 

FAL 

49 

DC-3 

AAL 

52 

240 

AAL 

1 

10 

DC-6 

Joplin  &  Springfield,  Mo. 

61 

OZA 

32 

DC-3 

AAL 

38 

240 

Bartlesville  &  Tulsa 

40 

CEN 

24 

DC-3 

CAL 

29 

340 

Pocatello  &  Idaho  Falls 

49 

WCA 

28 

DC-3 

WAL 

32 

340 

Charlotte  &  Winston-Salem 

75 

CAP 

39 

DC-3 

EAL 

44 

404 

SOURCE:  Airline  Guide  for  November,  1953. 
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COMPARISON  OF  DIRECT  FLYING  COSTS 
CONVAIR  240  AND  DC-3 
YEAR  ENDING  SEPTEMBER  30,  1953 


North  Central's 
General  DC-S’s 

Direct  Operating  Expense _  $2,232,214 

Revenue  Miles  Flown. . .  3,999,387 

Direct  Operating  Expense  per  Mile  55.81* 

Number  of  Aircraft  Departures _  51,352 

Landing  costs1  . .  $  359,464 

Direct  Flight  Costs _  $1,872,750 

Direct  Flight  Costs  per  Mile _  46.82* 

Detroit-Chicago  Rt.  7  Mileage .  232 

Round  Trip  Miles  per  Year  per 

Schedule  _  167,040 

Direct  Flight  Cost  per  R.  T. 

Schedule  _  $  78,208 

Number  of  Landings  on  Route  7..  5 

Landings  per  Year  per  R.  T. 

Schedule  _  3,600 

Landing  Costs 1  _  $  25,200 

Direct  Operat.  Exp.  per  Schedule  $  103,408 

Direct  Operating  Exp.  per  Mile ...  61.91* 

Cost  per  Seat  Mile _  2.95* 

Break-even  L/F,  Dir.  Oper.  Exp.  42.09 

Assumed  Fare  Yield . .  7 * 

Number  of  Passengers  to  Break¬ 
even  _  8.84 


1  Ernst  &  Ernst  Costs  of  $7.00  for  DC-3,  $29.00  for  240's 
Source:  Carriers  41's 


American's 
Convairs 
$29,831,103 
36,943,577 
80.75* 
224,137 
$  6,499,973 
$23,331,130 
63.15* 


167,040 
$  105,486 


3,600 
$  104,400 

$  209,886 

125.65* 
3.49* 
49.86 


17.95 
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PASSENGER  MILE  COSTS  RELATED  TO  FLIGHT  LENGTHS 
TOTAL  OPERATING  EXPENSE  AT  60%  LOAD  FACTORS 
SELECTED  SEGMENTS  ON  AMERICAN  AIRLINES  SYSTEM 

Type  of  Equipment,  and  Cents  per 

Segment  Length  Passenger  Mile 


DC-6 


CONVAIR 


95 

Miles 

11.7 

215 

tt 

7.3 

342 

tt 

5.9 

511 

tt 

5.2 

724 

tt 

4.8 

1,231 

tt 

4.2 

2,475 

tt 

4.1 

49 

Miles 

16.0 

101 

tt 

9.7 

143 

tt 

7.6 

215 

tt 

6.5 

292 

tt 

5.4 

411 

tt 

4.9 

730 

tt 

4.7 

Source:  American  Airlines  Exhibits  and  Examiner’s  Report  in  the 
Trans-Continental  Coach  Case. 
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COMPARISONS  OF  CHICAGO  STATION  OPERATION 
APPLICANT  LOCAL  SERVICE  CARRIERS 
SEPTEMBER  1952  AND  3rd  QUARTER,  1953 


North 

Lake 

Period  and  Item  of  Comparison 

Central 

Central 

Ozark 

SEPTEMBER  16th  TO  30th,  1952 

Chicago  O&D  Passengers _ 

2,070 

248 

660 

Passengers  Connecting  at  Chicago  ..... 

3,387 

115 

565 

Total  Passengers  thru  station  . . 

5,457 

363 

1,225 

Connecting  passengers,  %  of  total _ 

62.07 

31.68 

46.12 

Connecting  passengers,  %  of  O&D — 

163.62 

46.37 

85.61 

Number  of  Schedules  flown 1 . 

165 

30 

45 

Connecting  passengers  per  schedule.. 

20.53 

3.83 

12.56 

THIRD  QUARTER,  1953 

Total  Station  Expense _  _ _ _ 

$65,824 

$12,570 

$18,261* 

Number  of  Employees . . 

51 

10 

2 

Originating  passengers  . . . 

20,720 

1,531 

4,800 

Aircraft  Departures  . . 

1,244 

185 

363 

Passengers  per  departure . . 

16.67 

8,28 

13.22 

1  Daily  Schedules  Times  15. 

*  Includes  city  ticket  office  expense. 

Source:  Airline  Traffic  Survey  Carrier’s  41  s. 
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PASSENGER  TRAFFIC  BETWEEN  MICHIGAN  CITIES 
AND  POINTS  WEST  OF  LAKE  MICHIGAN 
SEPTEMBER  1952 


Number  of 
Passengers 


Grand  Rapids  and 

Beloit-Janesville  _  3 

Bismarck _  1 

Duluth _  4 

Green  Bay  -  10 

Ironwood _  1 

Madison _  13 

Marquette _  2 

Milwaukee  _  491 

Minneapolis  _  67 

Oshkosh _ 1 

Pierre _  4 

Rapid  City _  3 

Rochester,  Minn. _  14 

Wausau _ 1 

Wisconsin  Rapids _  2 

TOTAL  _  617 

GRAND  RAPIDS 

TOTAL  _  5208 

%  TO  WEST  OF 
LAKE  _  11.85 


Number  of 
Passengers 


Lansing  and 

Bismarck _ 3 

Calgary _  6 

Casper _  2 

Eau  Claire  -  1 

Escanaba  _  5 

Grand  Forks _  8 

Iron  Mountain _  2 

Madison _  5 

Marquette _ 6 

Milwaukee _  114 

Minneapolis  _  41 

Oshkosh _  1 

Rochester,  Minn. _  1 

Wisconsin  Rapids  _  1 

TOTAL _  196 

LANSING  TOTAL..  1608 
%  TO  WEST  OF 
LAKE  _  12.19 


Number  of 
Passengers 


Muskegon  and 

Beloit-Janesville  _  2 

Calgary _  2 

Duluth _  2 

Eau  Claire _  1 

Green  Bay _  3 

Hancock-Houghton _  1 

LaCrosse _  2 

Madison _  1 

Marinette  _  3 

Marquette _  4 

Milwaukee _  551 

Minneapolis _ 39 

Oshkosh _  5 

Rapid  City _  2 

Rochester,  Minn. _  4 

Sheridan _ 1 

Wausau _  2 

Winona _  1 

TOTAL _  626 

MUSKEGON 

TOTAL _  2116 

%  TO  WEST  OF 
LAKE _ 29.58 


Source:  Airline  Traffic  Survey,  September,  1952. 
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PASSENGER  TRAFFIC  BETWEEN  ROUTE  7  CITIES 
AND  POINTS  WEST  OF  LAKE  MICHIGAN 
SEPTEMBER  1952 


Battle  Creek  and 

La  Crosse _ 

Madison _ 

Milwaukee - 

Minneapolis _ 

Rochester,  Minn. _ 

TOTAL  _ 

BATTLE  CREEK  TOTAL 
%  TO  WEST  OF  LAKE  .. 

Jackson  and 

None - 

TOTAL  _ 

JACKSON  TOTAL _ 

%  TO  WEST  OF  LAKE  .. 

Kalamazoo  and 

Madison _ 

Milwaukee _ 


Number  of  Passengers 


TOTAL 


KALAMAZOO  TOTAL _ 

%  TO  WEST  OF  LAKE  _ 

South  Bend  and 

Madison _ 

Milwaukee _ 

Minneapolis _ 

Rapid  City - 

Rochester,  Minn. _ 

TOTAL  _ 


SOUTH  BEND  TOTAL 


%  TO  WEST  OF  LAKE _ 
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i 

SUMMARY  COMPARISON  OF  TRAFFIC 
BETWEEN  MICHIGAN  CITIES  AND  POINTS  ACROSS 
LAKE  MICHIGAN— SEPTEMBER  1952 


Route  7  Cities 


Total  Passengers  Going  Across  Lake 

Passengers  Number  %  of  Total 


Battle  Creek . . . 

497 

32 

6.44 

Jackson _  _ _ _ 

73 

0 

0.00 

Kalamazoo . .  . . 

204 

10 

4.90 

South  Bend  . .  _ 

2420 

57 

2.36 

TOTAL _ 

3194 

99 

3.10 

Cities  Having  Direct  Service 

Across  Lake  Michigan 

Grand  Rapids _ 

5208 

615 

11.81 

Lansing  . . . 

1608 

206 

12.81 

Muskegon  . . 

2116 

657 

31.01 

TOTAL _ _ 

8932 

1478 

16.55 

Source:  Airline  Traffic  Surveys — September,  1952. 
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0  &  D  PASSENGERS  BETWEEN  GRAND  RAPIDS  AND 
LANSING  AND  NORTH  CENTRAL  POINTS  WEST  OF 
LAKE  MICHIGAN— OCTOBER  1953 


Base  and 
Reference  Station 
Grand  Rapids 

Duluth _ 

Eau  Claire  _ 

Escanaba _ _ 

Green  Bay _ 

Hibbing _ 

Hancock-Houghton _ 

Iron  Mountain _ 

Marquette  _ 

Menominee _ 

Minneapolis _ _ _ 

Oshkosh _ 

Rhinelander _ 

Stevens  Point _ 

Wausau _ 

Passengers  across  Lake _ 

Total  Passengers  _ _ _ 

Percent  across  Lake  _ 

Lansing 

Clintonville _ 

Eau  Claire - 

Escanaba  _ 

Fergus  Falls _ 

Green  Bay  _ 

Hancock-Houghton _ 

Iron  Mountain - - - 

Iron  wood _ 

Marquette - 

Menominee _ 

Minneapolis  _ 

Wausau _ 

Passengers  across  Lake  _ _ _ 

Total  Passengers - 

Percent  across  Lake _ _ _ 

Source:  Company  Records. 


Number  of  Passengers 


From 

To 

Total 

1 

1 

4 

5 

9 

9 

14 

23 

67 

62 

129 

— 

1 

1 

5 

8 

13 

11 

7 

18 

15 

17 

32 

11 

11 

22 

3 

3 

6 

1 

1 

2 

— 

1 

1 

4 

3 

7 

7 

9 

16 

138 

142 

280 

184 

212 

396 

75.0 

67.0 

70.7 

1 

_ 

1 

— 

1 

1 

24 

20 

44 

1 

— 

1 

27 

33 

60 

14 

19 

33 

16 

15 

31 

4 

1 

5 

18 

15 

33 

10 

24 

34 

— 

4 

4 

4 

5 

9 

119 

137 

256 

129 

166 

295 

92.2 

82.5 

86.8 

917  Exhibit  No.  NOR-59 

CAPITAL’S  SCHEDULING  BETWEEN  MICHIGAN  CITIES 
AND  MILWAUKEE  COMPARED  TO  SCHEDULING  TO 


CHICAGO  AND 

DETROIT 

—SEPTEMBER,  1953 

Grand 

Rapids 

Muskegon 

Lansing 

Total 

Milwaukee 

To  Michigan  Points  _ 

4 

4 

2 

From  Michigan  Points  — 

3 

4 

3 

20 

Total  _ 

7 

8 

5 

Chicago 

To  Michigan  Points _ 

10 

6 

6 

From  Michigan  Points _ 

9 

5 

6 

42 

Total  _ _ — 

19 

11 

12 

Detroit 

To  Michigan  Points _ 

6 

4 

7 

From  Michigan  Points - 

8 

3 

7 

35 

Total 

14 

7 

14 

Source  :  Official  Airline  Guide. 

ANALYSIS  OF  SHORT  HAUL  TRAFFIC  DECREASE 
WITH  MOVE  FROM  CITY  TO  WILLOW  RUN  AIRPORTS 
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Totals...., .  89,137  23,056  25.87  72,041  9,665  13.28  18,361  8,786 

Source:  Air  line  Traffic  Surveys 
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TRAFFIC  LOSSES  AT  DETROIT  FROM  USE  OF  WILLOW  RUN 
SELECTED  NEARBY  CITIES 
SEPTEMBER  1952 


Total  Passengers 

Battle 

Creek 

Grand 

Rapids 

Lansing 

Muskegon 

South 

Bend 

(15  day  period).... 

%  of  Total  to  Detroit 

497 

5,208 

1,608 

2,116 

2,420 

on  Sept.  1946 . 

Calculated  Number  to 

13.45 

14.01 

10.48 

18.45 

17.05 

Detroit  _ _ 

67 

730 

168 

390 

413 

Actual  Number  to  Detroit 
Number  of  Passengers 

34 

267 

67 

126 

i 

96 

Lost . . . . . 

What  Total  should 

33 

463 

101 

264 

317 

have  been  . . . . 

Percent  adjusted  to 

530 

5,671 

1,709 

2,380 

2,737 

Actual  Totals  . —106.64  108.89  106.28 

Source:  Airline  Traffic  Surveys,  other  NOR  Exhibits. 

112.48 

113.10 
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CALCULATION  OF  ADDITIONAL  TRAFFIC  IF  BOTH  DETROIT 
AIRPORTS  ARE  USED— CITIES  ON  ROUTE  7  AND 
ON  OR  NEAR  NOR’s  DETROIT-GREEN  BAY  ROUTE 


Forecast 

Originating 

Route  7  Cities 

South  Bend _  33,480 

Kalamazoo _  13,075 

Battle  Creek _  10,975 

Jackson  . 5,463 

Other  Michigan  Cities 

Actual 

Grand  Rapids  ....  67,304 

Lansing _  24,128 

Muskegon  -  28,991 

Totals  _  183,416 
Number  of  Passengers 

per  Month - 

per  Day _ 

per  Schedule _ 


Number  of  Passengers 


%  Increase 
for 

City  Airport 

113.10 
106.64 1 2 
106.64 
106.28  3 


108.89 

106.28 

112.48 

109.51 


City 

Airport 

Total 

37,867 

13,943 

11,704 

5,806 


73,287 

25,643 

32,609 

200,859 


Additional 

to 

City  Airport 

4,387 
868 
,  729 
343 


5,983 

1,515 

3,618 

17,443 

.  1,453 
J  48 
16 


1  Assumed  same  as  Battle  Creek. 

2  Assumed  same  as  Lansing. 

Source:  Carrier’s  41’s,  other  NOR  Exhibits. 
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OPERATING  FORECAST 
SEGMENT  MILEAGES  AND  SCHEDULE  TIMES 


Airport 

SCHEDULE  TIME 

to 

Cruising 

Landing  and 

Segment 

Airport 

Time 

Ramp  Time 

From 

To 

Distance 

@160  MPH 

8  mins. 

Total 

Chicago 

South  Bend  ... 

_  74 

0:28 

0:08 

0:36 

South  Bend 

Kalamazoo _ 

_ 54 

0:20 

0:08 

0:28 

Kalamazoo 

Battle  Creek  . 

_  17 

0:07 

0:08 

0:15 

Battle  Creek 

Jackson  _ 

_  40 

0:15 

0:08 

0:23 

Jackson 

Detroit _ 

_  47 

0:18 

0:08 

0:26 

TOTAL  _ 

_ 232 

1:28 

0:40 

2:08 

SOURCE:  C.A.B.  Mileage  Book. 


Block 

to 

Block 

Time 

0:34 

0:26 

0:13 

0:21 

0:26 

2:00 


OPERATING  FORECAST 
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OPERATING  FORECAST 
BASIC  OPERATING  DATA 


Mileage 

SCHEDULED: 

Day  _  1.392 

Year . .  508,428 

Month . 42,369 

REVENUE: 

(95%  Performance  Factor) 

Day _ 1,322 

Year  _  483,001 

Month _  40,251 

NON-REVENUE: 

(2%  of  Revenue) 

Day _  26 

Year  _  9,660 

Month _  805 

TOTAL: 

Day . . . . —  1,358 

Year _  492,661 

Month _  41,056 


Block  to  Block  Hours 


Day 

Night 

Total 

8:19 

3:41 

12:00 

3,037:40 

1,345:20 

4,383:00 

253:08 

112:07 

365:15 

7:54 

3:30 

11:24 

2,885:47 

1,278:04 

4,163:51 

240:28 

106:31 

346:59 

0:10 

0:04 

0:14 

57:43 

25:34 

83:17 

4:48 

2:08 

6:56 

8:04 

3:34 

11:38 

2,943:30 

1,303:38 

4,247:08 

245:16 

108:39 

353:55 

929  Exhibit  No.  NOR-70 

OPERATING  FORECAST 

NUMBER  AND  COMPENSATION  OF  ADDITIONAL  PERSONNEL 

Total 

Compensation 


No.  Description  Per  Month 

5  Co-Pilots  <S)  $337.50  _ _ $  1,687.50 

5  Captains:  Base  Pay  (5)  $160 . . . .  $  800.00 

Mileage,  Hourly  and  Gross  Weight  Pay _ _ _  $  2,681.55 

11  Mechanics  @  $1.853/hour  average - - -  $  3,533.09 

5  Cabin  Attendants  (5)  $195 _  $  975.00 

4  Station  Managers  @  $330 _  $  1,320.00 

4  Junior  Station  Agents  @  $300 _  $  1,200.00 

12  Station  Agents  @  $230 _  $  2,760.00 

8  Reservationists  @  $225 _  $  1,800.00 

1  Accountant  _  $  250.00 

2  Accounting  Clerks  @  $185 - -  $  370.00 

Training  and  Unallocated  Shop  Labor _  $  784.33 

Total  _  $17,007.14 


OPERATING  FORECAST 
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Total .  $1,244  10%  $1,120  10  years  $112 

4  Typewriters  @  $120 .  $480 

4  Clocks  @  $12 .  $48 

Total .  $528  10%  $475  5  years  $95 


OPERATING  FORECAST 
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1HF  Radio .  $1,626 

Total .  $12,197  none  $12,197  3  years  $4,066 

Total  Ground  Equipment .  $13,969  —  $13,792  —  $4,273 

Total  Additional  Equipment  Required .  $170,769  —  $164,912  —  $51,313 


OPERATING  FORECAST 

ANNUAL  DIRECT  AIRCRAFT  OPERATING  EXPENSE 
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Total  DIRECT  EXPENSE . .  $2,232,214  55.81  0  $32,532  $245,337  $2,510,083  66.00 
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OPERATING  FORECAST 
ANNUAL  NON-MAIL  REVENUE 


BASIC  DATA:  General 

Load  Factor  (assumed) _  65% 

Average  Passenger  Load -  13.65 

Revenue  Miles _  483,001 

Revenue  Passenger  Miles _  6,592,963 

Average  Passenger  Yield  (cents) . . 7.4 

Average  Passenger  Revenue  Per  Revenue  Mile- 

Annual  Passenger  Revenue _ _ _ 

Operating  Experience — Year  Ending  September  30,  1953: 

Passenger  Revenue _ $2,108,622 

Total  Non-Mail  Revenue _ $2,206,594 

%  Total  of  Passenger  Revenue _  104.646 

Forecast  Total  Non-Mail  Revenue _ 

Cents  per  Mile - 


Amount 


101.01  Cents 
$487,879 


$510,546 

105.70 
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949  Exhibit  No.  NORR-2 

COMPARISON  OF  ASSUMPTIONS  AND  FORECASTS 
BUREAU  COUNSEL’S  EXHIBITS 


NOR  LCA  ;  OZA 

*■  Cost  of  a  landing _ $  ea -  6.71  7.35  6.14 

Plane  mile  costs _ _  38.93  42.76  35.60 

Revenue  Ton  Mile  Costs . <f  . .  29.07  29.57  32.84 

Depreciation,  Fit.  Equip _ $  per  hour..  10.37  5.43  22.10 

,  per  mile_  .08  .05  .17 

Forecast  Costs — $  per  mile 

Total  Costs— (BCR-4,  6  &  8) _  1.41  1.38  1.38 

3rd  Quarter,  1953  actual— . . 1.11  1.18  1.13 

%  Forecast /actual _  127  117  ■  122 

♦  Direct  Costs  (BCR-4,  6  &  8). _ .64  .66  .66 

3rd  Quarter,  1953  Actual _  .55  .54  .59 

%  Forecast/ Actual  _  116  122  112 

Indirect  Costs  (BCR-4,  6  &  8) _ 77  .72  .71 

.  3rd  Quarter,  1953  Actual _  .55  .63  .54 

%  Forecast/ Actual _  140  114  131 


950  Exhibit  No.  NORR-3 

COMPARISON  OF  SEPTEMBER  1952  AND  MARCH  1953 
SURVEY  O&D  TRAFFIC  MOVING  BETWEEN  ROUTE  7 
POINTS  AND  POINTS  ON  ROUTES  OF 
LAKE  CENTRAL,  NORTH  CENTRAL  AND  OZARK 


AND 

Battle 

Creek 

Chicago 

BETWEEN 

Detroit  Jackson 

South 

Bend 

Total 

LCA  System  except 

Route  7  cities . . . 

110 

19,765 

17 

19,892 

Passengers  that  would  normally 
use  other  carriers  from  Gateways . 

109 

19,734 

17 

19,860 

Passengers  that  would  normally 
use  other  carriers  for  a  part  of 
the  journey  beyond  Gateways . . 

0 

31 

0 

31 

Passengers  that  would  normally 
use  Lake  Central  for  full  journey.. 

1 

— 

0 

0 

— 

1 

Ozarks  System  except 

Route  7  cities . . . 

64 

10,572 

3 

502 

11,141 

Passengers  that  would  normally 
use  other  carriers  from  Gateways.. 

64 

10,373 

3 

497 

10,937 

Passengers  that  would  normally 
use  other  carriers  for  a  part  of 
the  journey  beyond  Gateways _ 

0 

130 

0 

0 

130 

Passengers  that  would  normally 
use  Ozark  for  full  off  segment 
journey  — . . . 

0 

69 

0 

5 

74 

Passengers  that  would  normally 
use  other  carriers  for  on  segment 
journey  . . 

0 

69 

0 

0 

69 

Passengers  that  would  normally 
use  Ozark  for  full  journey 

0 

— 

0 

0 

5 

5 

North  Central  System,  except 

Route  7  cities . . . . . . . 

34 

3 

155 

192 

Passengers  that  would  normally 
use  other  carriers  from  Gateways 

6 

1 

115 

122 

Passengers  that  would  normally 
use  other  carriers  for  a  part  of 
the  journey  beyond  Gateways . 

0 

0 

0 

0 

Passengers  that  would  normally 
use  North  Central  for  full  journey 

28 

— 

— 

2 

40 

70 
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953  Exhibit  No.  NOR-72 

NORTH  CENTRAL  AIRLINES,  INC. 

ANALYSIS  OF  AIRCRAFT 
ENGINE  AND  PROPELLER  HOURS 

Following  is  a  listing  of  the  aircraft,  engine  and  propeller  flying  hours  to  go  until 
overhaul  is  due. 


Make  and  model  of  aircraf  t — Douglas  DC3-G202A 

Make  and  model  of  engine — Wright  Cyclone  GR-1820G-202A 

Make  and  model  of  •propeller — Hamilton  Standard  2SE50 


Aircraft 

Air  Frame 

Left  Engine 

Right  Engine 

Left  Prop. 

Right  Prop. 

N17320 

8000:00 

299:52 

390:25 

322:20 

1002:13 

N17312 

865:39 

471:23 

443:57 

1111:52 

1910:14 

N38941 

666:01 

629:08 

165:52 

1855:54 

1750:01 

N38943 

674:45 

521:39 

782:52 

976:11 

521:39 

N26214 

926:54 

286:31 

572:00 

859:44 

854:02 

N18949 

1134:53 

999:30 

470:13 

1695:48 

1351:21 

N1945 

7044:32 

716:03 

1000:00 

712:16 

2000:00 

N21728 

38938:14 

142:05 

870:48 

544:12 

1819:21 

N15598 

4376:21 

102:40 

876:41 

110:49 

843:08 

N18196 

5374:50 

745:15 

173:05 

396:14 

1704:06 

N28381 

5488:28 

346:02 

346:02 

983:21 

1449:21 

N21729 

5579:18 

554:41 

670:44 

1554:41 

684:22 

N12978 

6081:46 

817:50 

177:44 

1077:44 

181:01 

N28385 

6150:56 

244:53 

144:53 

287:02 

1113:07 

N33632 

6303:11 

868:49 

294:56 

1917:00 

921:45 

N33633 

6654:33 

647:56 

647:56 

1521:00 

1526:01 

N15773 

7186:04 

183:19 

183:19 

1183:19 

1183:19 

N12954 

7047:23 

42:43 

42:43 

64:19 

55:40 

5  Engines  with  1000  hours  to  go 
15  Engines  out  of  time  or  in  a  stage  of  overhaul 
Total  number  of  serviceable  engines — 56 
7  Propellers  with  2000  hours  to  go 
2  Propellers  with  1000  hours  to  go 
5  Propellers  out  of  time  or  in  a  stage  of  overhaul 
Total  number  of  serviceable  propellers — 50 

Overhaul  times  based  on  the  following:  Aircraft  8000  hours;  Engines  1000  hours; 

propellers  2000  hours. 
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EXHIBIT  OF  AMERICAN  AIRLINES — A  A- 19 

997  Direct  Testimony  of  Mr.  Charles  L.  Strickler,  Man¬ 
ager  of  Route  Development,  American  Airlines,  Inc. 

#  ***  *#*### 

999  Q.  Mr.  Strickler,  I  think  it  would  he  helpful  if  you 
would  explain  more  fully  your  comment  that  the 
traffic  over  this  segment  is  sparse  for  a  Convair.  A.  In 
1953  American  averaged  fewer  than  5  passengers  per  sched¬ 
uled  landing  or  takeoff  at  South  Bend.  At  Battle  Creek/Kal¬ 
amazoo  which  we  served  through  one  airport,  we  averaged 
fewer  than  8  passengers  per  scheduled  landing  or  takeoff. 
At  Jackson  we  averaged  1.5  passengers  per  scheduled 
landing  or  takeoff.  That  amount  of  traffic  lends  itself  to 
DC-3  operations  better  than  to  Convair  operations.  As  Ex¬ 
hibit  No.  AA-2  shows,  the  traffic  at  these  cities  provides 
low  load  factors  for  a  Convair.  This  same  amount  of  traf¬ 
fic  would,  of  course,  provide  good  load  factors  for  DC-3’s 
and  make  possible  operation  of  more  flights  at  reasonably 
good  load  factors  for  DC-3  aircraft. 

Let  me  illustrate  what  I  mean.  If  you  have  13  pas¬ 
sengers,  you  have  a  62%  load  factor  on  a  21  seat  DC-3. 
But  13  passengers  would  provide  only  a  321/->%  load  fac¬ 
tor  for  one  of  American’s  Convairs.  The  plane  mile  costs 
of  Convairs  are  substantially  higher  than  DC-3  costs.  It 
costs  more  dollars  to  make  a  single  flight  across  the  seg¬ 
ment  with  a  Convair  than  to  make  the  same  flight  with  a 
DC-3.  So  with  a  small  amount  of  traffic,  a  DC-3  operation 
can  be  successful  where  a  Convair  operation  can  not. 

Let’s  carry  the  illustration  one  step  further.  Suppose 
you  have  26  passengers.  That  would  make  a  65%  load  factor 
for  one  of  our  Convairs.  That  kind  of  load  factor  would 
make  a  single  Convair  flight  feasible.  But  those  same  26 
passengers  would  permit  two  DC-3  flights,  each  with  a 
62%  load  factor.  Twice  the  frequency  of  service  for  the 
cities. 
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1000  What  I  meant  before  when  I  said  traffic  over  this 
segment  is  sparse  for  a  Convair  was  that  on  a  route 

like  this  one  you  don’t  need  and  can’t  effectively  use  the 
40  passenger  capacity  of  the  Convair.  These  cities  can’t 
fill  up  Convairs  so  as  to  achieve  lower  unit  costs.  What 
this  adds  up  to  is  that  whether  you  consider  only  the  point 
of  view  of  the  public,  which  likes  more  frequent  service, 
or  the  point  of  view  of  the  carrier,  which  likes  more  eco¬ 
nomic  operation,  DC-3  operation  over  this  segment  makes 
more  sense  than  Convair  operation. 

Q.  Mr.  Strickler,  you  have  discussed  this  in  terms  of  DC-3 
operation  or  Convair  operation.  What  about  the  possibility 
of  simultaneous  service  to  one  or  more  of  these  cities 
by  American  and  a  local  service  carrier?  A.  As  I  said 
before,  that  would  not  be  dividing  trunkline  and  local  serv¬ 
ice  functions  but  mixing  them — which  would  not  allow  the 
local  service  carrier  proper  latitude  for  experimentation 
in  the  area.  I  have  already  mentioned  the  amount  of  traf¬ 
fic  involved  and  shown  that  it  provides  scant  support  for 
Convair  operations.  Obviously  it  would  provide  even  less 
for  Convair  and  DC-3  operation.  Tf  American  were  put¬ 
ting  one  Convair  flight  into  any  of  these  cities  and  a  local 
service  carrier  were  putting  in  two  DC-3  flights,  that  would 
mean,  assuming  an  even  distribution  of  passengers  be¬ 
tween  flights,  that  there  would  be  fewer  than  two  enplan¬ 
ing  passengers  per  flight  at  South  Bend,  about  three  at 
Battle  Creek/Kalamazoo  and  one-half  passenger  per  flight 
at  Jackson,  and  there  would  be  even  fewer  deplaning  pas¬ 
sengers.  Even  assuming  some  additional  traffic  would  be 
generated  by  this  frequency  of  service,  it  is  obvious  that 
neither  the  local  service  nor  the  trunkline  operation  could 
be  successful. 

*  ********* 

1001  A.  Yes,  I  would  say  that  it  could.  During  the  pe¬ 
riod  covered  by  the  Board’s  most  recent  O  &  D  pas¬ 
senger  traffic  survey,  (March,  1953)  82%  of  American’s 
passengers  to  and  from  these  three  cities  moved  between 
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these  three  cities  or  to  and  from  Chicago  and  Detroit,  and 
either  terminated  there  or  made  connections  at  Chicago 
and  Detroit  for  points  beyond.  Only  a  maximum  of  18% 
of  the  American  traffic  to  and  from  these  cities  could  not, 
therefore,  have  been  provided  substantially  the  same  serv¬ 
ice  by  a  local  service  carrier.  The  basic  pattern  of  service 
to  these  cities  is  to  take  their  traffic  to  the  gateway  cities 
of  Detroit  and  Chicago.  Much  of  this  traffic  goes  no  fur¬ 
ther.  For  the  beyond-gateway  traffic,  there  are  many  flights 
to  many  different  points — a  wide  variety  of  sendees  by 
American  and  other  carriers.  Between  Detroit  and  New 
York,  for  instance,  American  alone  provides  18  non-stops 
daily,  to  say  nothing  of  American’s  one-stop  and  two-stop 
services,  and  the  sendees  of  the  three  other  trunkline  car¬ 
riers  operating  between  these  points.  Consequently  a  local 
service  carrier  could  easily  set  up  good  connecting  sched¬ 
ules  at  Detroit  for  through  passengers.  The  situation  at 
Chicago  is  similar — and  in  fact,  all  of  American’s  service 
to  the  West  is  now  provided  these  cities  by  connection  at 
Chicago — something  that  a  feeder  carrier  could  also  pro¬ 
vide. 

Q.  How  does  the  length  of  passenger  haul  from  pas¬ 
sengers  boarding  at  these  cities  compare  with  American’s 
system  average  ?  A.  The  average  length  of  haul  from  these 
cities  is  roughly  a  little  better  than  half  American’s  sys¬ 
tem  average.  The  system  average  is  now  559  miles.  This 
is  nearly  2 Y>  times  Jackson’s  237  mile  average,  over  V/2 
times  Battle  Creek/Kalamazoo’s  357  mile  average,  and 
nearly  l1/*  times  South  Bend’s  420  mile  average. 
1002  Q.  How  do  the  segment  mileages  of  this  route 
compare  with  others  on  American’s  system?  A. 
The  segment  mileages  over  this  route  seem  more  like  those 
of  a  typical  feeder  route  than  they  do  like  trunkline  routes. 
The  hops  involved  are  74  miles  between  Chicago  and  South 
Bend,  69  miles  between  South  Bend  and  Battle  Creek/Kala¬ 
mazoo,  which  American  serves  through  one  airport,  40 
miles  from  there  to  Jackson,  and  47  miles  from  Jackson 
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to  Willow  Run  Airport,  which  serves  both  Ann  Arbor  and 
Detroit.  This  makes  an  average  hop  of  about  60  miles.  This 
is  roughly  equivalent  to  the  average  hops  of  Lake  Central, 
North  Central  and  Ozark,  as  shown  in  Bureau  Counsel’s 
Exhibit  No.  BC-10.  It  is  much  shorter  than  American’s  sys¬ 
tem  average  hop  for  Convairs,  which  is  shown  in  Bureau 
Counsel’s  Exhibit  No.  BC-12  as  165  miles  for  the  12  months 
ended  June  30,  1953. 

*  #***####* 

1007  Q.  What  is  the  difference  between  these  added 
cost  exhibits  which  you  have  been  explaining  and  the 
added/prorated  cost  exhibits  which  you  are  sponsoring? 
A.  The  basic  difference  between  the  added/prorated  cost 
estimates  and  those  which  we  have  been  discussing  is  that 
the  added/prorated  cost  estimates  offset  segment  expenses 
against  segment  revenues.  This  is  an  entirely  different 
approach.  In  this  wTe  are  coming  closer  to  determining  the 
profitability  to  American  of  serving  these  cities.  We  still 
don’t  have  a  profit  and  loss  statement  for  these  cities  be¬ 
cause  that  would  require  full  allocation  of  expenses  and 
revenues,  and  w*e  don’t  know  how  to  go  doing  that.  The 
purpose  of  putting  these  exhibits  in,  however,  is  to  pro¬ 
vide  the  Examiner  writh  at  least  some  yardstick,  even  though 
it  is  not  a  satisfactory  one  and  not  really  a  profit  and  loss 
statement,  of  judging  the  profitability  of  these  points  to 
American.  The  exhibits  show  a  net  excess  of  segment  ex¬ 
penses  over  segment  revenues  of  about  $150,000. 
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EXHIBITS  OF  BUREAU  COUNSEL 

1063  BEFORE  THE 

CIVIL.  AERONAUTICS  BOARD 

WASHINGTON,  D.  C. 

Docket  No.  6411,  et  al. 

In  the  matter  of  a  proceeding  known  as  the 

1064  CHICAGO-DETROIT  LOCAL  SERVICE  CASE 
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Exhibit  N 
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BC-1  Comparative  Selected  Data  for  Local  Service  Car¬ 
riers,  12  Months  Ended  6-30-53. 

BC-2  Selected  Financial  Results  of  Local  Service  Car¬ 
rier  Operators,  1947  through  1952. 

BC-3  Selected  Data  for  Stations  Proposed  for  Suspen¬ 
sion  from  American  Airlines  Route  No.  7,  1951  to 
Date. 

BC-4  Discussion  of  Costing  Procedures. 

BC-5  Graph — Relationship  of  Trunkline  Ground  and  In¬ 

direct  Expenses  (Except  Station  Costs)  to  Ton- 
Miles. 

BC-6  Table — Basic  Data  and  Computations  for  BC-5, 

Year  Ended  6-30-53. 

BC-7  Graph — Relationship  of  Local  Service  Ground 

and  Indirect  Expenses  (Except  Station  Costs)  to 
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Length  of  Hop. 

BC-10  Table — Basic  Data  and  Computations  for  BC-9, 
Year  Ended  6-30-53. 
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Exhibit  N 

Number  Description 

BC-11  Graph — Relationship  of  Convair/Martin  Direct 
Costs  to  Length  of  Hop. 

BC-12  Table — Basic  Data  and  Computations  for  BC-11, 
Year  Ended  6-30-53. 

BC-13  Estimate  of  Passenger  Miles  to  be  Lost  if  Ameri¬ 
can  Airlines  Were  Suspended  at  Jackson,  Michi¬ 
gan,  September  16-30,  1952. 

BC-14  Estimate  of  Passenger  Miles  to  be  Lost  if  Ameri¬ 
can  Airlines  Were  Suspended  at  Battle  Creek, 
Michigan,  September  16-30,  1952. 

BC-15  Estimate  of  Passenger  Miles  to  be  Lost  if  Ameri¬ 
can  Airlines  Wrere  Suspended  at  South  Bend,  In¬ 
diana,  September  16-30,  1952. 

BC-16  Estimated  Savings  Wliich  Wrould  Accrue  to  Amer¬ 
ican  Airlines  if  Suspended  at  South  Bend,  In¬ 
diana,  Battle  Creek,  and  Jackson,  Michigan,  and 
Service  Were  Provided  by  a  Local  Service  Carrier 
—Year  Ended  9-30-53. 

BC-17  Effect  on  American  Airlines  of  its  Suspension  at 
South  Bend,  Battle  Creek,  and  Jackson,  if  Serv¬ 
ice  Wrere  Provided  by  a  Local  Service  Carrier — 
Year  Ended  9-30-53. 
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Exhibit  No.  BC-1 


1065-1066 

COMPARATIVE  SELECTED  DATA  FOR  LOCAL 
SERVICE  CARRIERS 


12  Months  Ended  June  30,  1953 

Group  1:  Carriers  Operating  With  DC-3  Equipment 
Exclusively  For  at  Least  5  Full  Quarters 


Miscellaneous 

(12)  Weighted  average  route  mile¬ 
age  in  operation*1 

(13)  Weighted  number  of  stations 
operated® 

Operating  expenses  per  revenue 
plane  mile  (cents) 

(31)  Flying  operation  (25)  -5-  (3) 

(32)  Direct  maintenance  (26)  -r-  (3) 

(33)  Ground  and  indirect  (27)  —  (3) 

(34)  Subtotal  (28)  -r-  (3) 

(35)  Depreciation-flight  equip- 

(36)  Total  (30)  -f-  (3) 
ment  (29)  -r-  (3) 


North  Lake 
Central  Central 


1,768  720 

29.80  13.36 


31.63  33.96 

16.46  20.62 

61.09  77.00 

109.18  131.58 

115.79  135.54 

6.61  3.96 


a  This  is  the  shortest  distance  of  travel,  over  authorized  flight  paths,  by 
which  all  operated  points  on  a  carrier’s  system  could  be  served.  Each  segment 
is  given  weight  proportional  to  the  length  of  time  the  stations  involved  were 
served  during  the  above  period. 

e  Each  station  is  given  weight  proportional  to  the  length  of  time  it  was 
operated  during  the  above  period. 


SELECTED  FINANCIAL  RESULTS  OF  LOCAL  SERVICE  CARRIER  OPERATIONS 
COMPLETE  CALENDAR  YEARS  1947  THROUGH  1952 
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Exhibit  No.  BC-2 
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CHICAGO-DETROIT  LOCAL  SERVICE  CASE 
SELECTED  STATION  DATA  FOR  SOUTH  BEND,  INDIANA,  BATTLE  CREEK  AND 
JACKSON,  MICHIGAN  ON  AMERICAN  AIRLINES’  ROUTE  NO.  7— 

1951,  1952  AND  FIRST  3  QUARTERS  OF  1953 
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1081  Exhibii  No.  BC-4 

Docket  No.  6411,  et  al. 

DISCUSSION  OF  COSTING  METHODS  WHICH  ARE 
USED  THROUGHOUT  BUREAU  EXHIBITS 

The  Bureau  of  Air  Operations  will  present,  in  its  direct 
and  rebuttal  exhibits,  its  estimates  of  financial  effects  on 
the  trunkline  and  local  service  carriers  of  the  proposed  sus¬ 
pensions,  replacements  and  other  route  changes  under  con¬ 
sideration  in  this  case.  Estimates  in  the  rebuttal  exhibits 
will  rely  on  traffic  data,  proposed  schedules  and  other  data 
from  the  direct  exhibits  of  the  carriers.  Certain  basic  cost 
exhibits  submitted  as  part  of  the  Bureau’s  direct  exhibits, 
have  been  used  to  develop  its  estimates  in  the  manner  out¬ 
lined  below : 

Operating  Expense: 

Flying  operations  and  maintenance  expenses  for  all  serv¬ 
ices  is  computed  by  use  of  unit  costs  per  aircraft  mile  and 
per  aircraft  stop.  Such  unit  costs  for  each  carrier,  includ¬ 
ing  method  of  derivation,  are  shown  in  Exhibits  BC-10  and 
BC-12. 

Stewardesses’  salaries  and  aircraft  depreciation  are  com¬ 
puted  at  the  system  average  rate  per  revenue  hour.  The 
hours  applicable  to  any  particular  operation  are  derived 
by  dividing  the  estimated  flying  operations  and  mainte¬ 
nance  expense  for  that  operation  by  the  system  average 
cost  per  revenue  hour  of  flying  operations  and  maintenance. 
Station  expenses  are  used  as  reported  except  that  accounts 
6300,  6o00  and  6600  are  excluded. 

Ground  and  indirect  expenses  except  station  costs  are 
computed  at  the  rates  per  ton  mile  developed  in  Exhibits 
BC-5  through  BC-8.  For  this  purpose  we  use  ton-miles  ex¬ 
pected  to  be  gained  or  lost  as  a  result  of  changes  in  service. 

Operating  Revenues 

Revenue  gain  or  loss  resulting  from  proposed  changes 
are  based  on  historical  traffic  so  far  as  possible.  System 
average  yields  are  used  unless  more  specific  information  is 
available. 


REVENUE  TON- MILES  (MILLIONS) 
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1033  Exhibit  No.  BC-6 

Docket  No.  6411  ct  al 

RELATIONSHIP  OF  TRUNKLINE  CARRIER  GROUND  AND  INDIRECT  EXPENSES* 
(EXCEPT  STATION  COSTS)  TO  REVENUE  TON  MILES** 

12  Months  Ending  June  30,  1953 

Determination  of  Estimated  Expense  per  Ton-Mile 


Ton-Milesh 

(000) 

Expenses 

Reported 

(000) 

Computedc 

(000) 

Percent, 
Reported  to 
Computed 
Expense 
(02  Cr3) 

Industry 
Average 
Ton-Mile 
Rate  Adjusted^ 
to  the  Cost 
Levels  of 
Individual 
Carriers 
(12.66^  x  ' 
Col.  4) 

American 

(1) 

366,845 

(2) 

$37,086 

(3) 

$47,220 

(4) 

78.5 

(5) 

09.94  < 

Braniff 

46,876 

7,271 

6,712 

108.3 

13.71 

Capital 

Colonial 

75,598 

10,262 

10,348 

99.2 

12.56 

S,590 

1,990 

1,865 

106.7 

13.51 

Continental 

15,134 

2,676 

2,694 

99.3 

12.57 

Delta 

56,498 

8,085 

7,930 

102.0 

12.91 

Eastern 

228,261 

31,488 

29,676 

106.1 

13.43 

National 

59,013 

7,409 

8,249 

89.8 

11.37 

Northeast 

S,962 

2,358 

9,235 

1,912 

123.3 

15.61 

Northwest 

72,672 

9,97S 

92.6 

11.72 

TWA 

244,544 

30,S00 

31,737 

97.0 

12.28 

United 

293,149 

37,479 

37,890 

9S.9 

12.52  * 

Western 

34,546 

5,036 

5,151 

97.8 

12.38 

*  Includes  all  of  general  headquarters,  maintenance  base  and  divisional  expenses  as 
reported  by  the  carrier  except  that  stewardesses’  salaries  are  excluded.  Certain  carriers 
allocated  parts  of  accounts  6300,  6500  and  6600  to  stations,  but  for  this  purpose  we  have 
disregarded  this  allocation  and  included  the  total  amount  under  the  above  heading. 

b  Passenger-miles  converted  to  ton-miles  at  190  lbs.  per  passenger.  Other  ton-miles  are 
included  as  reported. 

c  Computed  from  equation  Y  =  $777,678  -)-  $.1266  x  ton-miles. 
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1085  Exhibit  No.  BC-8 

Docket  No.  6411  et  al 

RELATIONSHIP  OF  LOCAL  SERVICE  CARRIER  GROUND  AND  INDIRECT 
EXPENSES"  (EXCEPT  STATION  COSTS)  TO  REVENUE  TON-MILES «> 

12  Months  Ending  June  30,  1953 

Determination  of  Estimated  Expense  per  Ton-Mile 


Ton-Miles^ 

(000) 

Expenses 

Reported 

(000) 

Computcdc 

(000) 

Percent, 
Reported  to 
Computed 
Expense 
(C.2  -4-  C.3 

Industry 

Average 

Ton-Mile 

Rate  Adjusted  ^ 
to  the  Cost 
Levels  of 
Individual 
Carriers 
(26.38^  x  1 
Col.  4) 

(1) 

(2) 

(3) 

(4) 

(5) 

Allegheny 

2,854 

$1,208 

$1,049 

115.2 

30.39  * 

Bonanza 

1,476 

620 

685 

90.5 

23.87 

Braniff  106 

1,059 

286 

575 

49.7 

13.11 

Central 

744 

779 

492 

158.3 

41.76 

Frontier 

3,920 

1,662 

1,330 

125.0 

32.98 

Lake  Central 

664 

528 

471 

112.1 

29.57 

Mohawk 

2,429 

767 

937 

81.9 

21.61 

North  Central 

3,170 

1,248 

1,132 

110.2 

29.07 

Ozark 

1,791 

956 

768 

124.5 

32.84 

Piedmont 

5,551 

1,274 

1,760 

72.4 

19.10 

Pioneer 

5,031 

1,465 

1,623 

90.3 

23.82 

Southern 

2,130 

908 

858 

105.8 

27.91 

Southwest 

3,511 

1,077 

1  222 

88.1 

23.24 

Trans-Texas 

1,981 

1,057 

SIS 

129.2 

34.08 

West  Coast 

2,575 

884 

975 

90.7 

23.93 

a  Includes  all  of  general  headquarters,  maintenance  base  and  divisional  expenses  as 
reported  by  the  carrier  except  that  stewardesses’  salaries  are  excluded.  Certain  carriers 
allocated  parts  of  accounts  6300,  6500  and  6600  to  stations,  but  for  this  purpose  we  have 
disregarded  this  allocation  and  included  the  total  amount  under  the  above  heading. 

b  Passenger-miles  converted  to  ton-miles  at  190  lbs.  per  passenger.  Other  ton-miles  are 
included  as  reported. 

c  Computed  from  equation  Y  =  $295,750  -{-  $.2638  x  ton-miles. 


RELATIONSHIP  OF  OC  •  3  DIRECT  COSTS  TO  LENGTH 
It  MONTHS  ENOEO  JUNE  30,  1953 
OOCKET  No  .lull  tfoJO. 
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LENGTH  OF  HOP  (MILES) 


RELATIONSHIP  OF  DC-3  AIRCRAFT  OPERATING  EXPENSE1  TO  LENGTII  OF  IIOP 

12  Months  Ended  June  30,  1953 
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1100  BEFORE  THE  CIVIL  AERONAUTICS  BOARD 

WASHINGTON,  D.  C. 

Docket  No.  6411,  et  al 

In  the  matter  of  a  proceeding  known  as  the 
Chicago-Detroit  Local  Service  Case 

REBUTTAL  EXHIBITS  OF  BUREAU  COUNSEL 

George  W.  Shoemaker 
Bureau  Counsel 

Washington,  D.  C. 

April  5,  1954 

1101  Chicago-Detroit  Local  Service  Case 

Docket  No.  6411,  et  al. 

INDEX 

Exhibit 

Number  Description 

BCR-1  Estimated  Savings  Which  Would  Accrue  to 
American  Airlines  If  Suspended  at  South  Bend, 
Battle  Creek  and  Jackson,  and  Services  Were 
Provided  by  a  Local  Service  Carrier. 

BCR-2  Effect  on  American  Airlines  of  Suspension  of  Its 
Services  at  South  Bend,  Battle  Creek  and  Jack- 
son,  and  Services  were  provided  by  a  local  Serv¬ 
ice  Carrier. 

BCR-3  Comparative  Analysis  of  American  Airlines’  Ex¬ 
perienced  Traffic  on  Route  7  and  Local  Service 
Carriers’  Forecasts — Annual  Basis. 

BCR-4  Bureau  Counsel’s  Estimate  of  Breakeven  Need  to 
Result  From  Ozark’s  Proposed  Service,  Based  on 
Carrier’s  Forecast  of  Service,  Traffic  and  Reve¬ 
nues. 

BCR-5  Bureau  Counsel’s  Estimate  of  Breakeven  Need 
to  Result  From  Ozark’s  Proposed  Service,  Based 
on  Recent  Reported  Traffic  Experience. 
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BCR.6 

BCR-7 

BCR-8 

BCR-9 

BCR-10 

BCR-11 

BCR-12 

BCR-13 

BCR-14 

BCR-15 

1102 

BCR-16 

BCR-17 

BCR-18 


Bureau  Counsel’s  Estimate  of  Breakeven  Need 
to  Result  From  Lake  Central’s  Proposed  Service, 
Based  on  Carrier’s  Forecast  of  Service,  Traffic 
and  Revenues. 

Bureau  Counsel’s  Estimate  of  Breakeven  Need 
to  Result  From  Lake  Central’s  Proposed  Serv¬ 
ice,  Based  on  Recent  Reported  Traffic  Experience. 

Bureau  Counsel’s  Estimate  of  Breakeven  Need 
to  Result  from  North  Central’s  Proposed  Serv¬ 
ice,  Based  on  Carrier’s  Forecast  of  Service, 
Traffic  and  Revenues. 

Bureau  Counsel’s  Estimate  of  Breakeven  Need 
to  Result  from  North  Central’s  Proposed  Serv¬ 
ice,  Based  on  Recent  Reported  Traffic  Experi¬ 
ence. 

Graph — Relationship  of  Ground  and  Indirect 
Expense  (except  Station  Costs)  To  Revenue 

Ton-Miles — Ozark  Airlines,  Inc. 

Graph — Relationship  of  Ground  and  Indirect 
Expense  (except  Station  Costs)  To  Revenue 

Ton-Miles — Lake  Central  Airlines,  Inc. 

Graph — Relationship  of  Ground  and  Indirect 
Expense  (except  Station  Costs)  To  Revenue 

Ton-Miles — North  Central  Airlines,  Inc. 

Graph — Relationship  of  Station  Costs  to  Fre¬ 
quency  of  Service — Ozark  Airlines,  Inc. 

Table — Relationships  of  Station  Costs  to  Fre¬ 
quency  of  Service — Ozark  Airlines,  Inc. 

Graph — Relationship  of  Station  Costs  to  Fre¬ 
quency  of  Service — Lake  Central  Airlines. 


Table — Relationship  of  Station  Costs  to  Fre¬ 
quency  of  Service — Lake  Central  Airlines,  Inc. 

Graph — Relationship  of  Station  Costs  to  Fre¬ 
quency  of  Service — North  Central  Airlines,  Inc. 

Table — Relationship  of  Station  Costs  to  Fre¬ 
quency  of  Service — North  Central  Airlines,  Inc. 
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1108  Exhibit  No.  BCR-6 

Docket  No.  6411,  et  ah 

CHICAGO-DETROIT  LOCAL  SERVICE  CASE 

BUREAU  COUNSEL’S  ESTIMATE  OF  BREAKEVEN 
NEED  TO  RESULT  FROM  LAKE  CENTRAL’S 
PROPOSED  SERVICE,  BASED  ON  CARRIER’S 
FORECAST  OF  TRAFFIC  AND  REVENUES 

(Annual  Basis  for  2  Round  Trips,  Chicago-Detroit  via 
four  Intermediate  points,  South  Bend,  Kalamazoo, 
Battle  Creek  and  Jackson) 

Aircraft  Operating  Data 
Distance 

Daily  round  trips  scheduled 
Plane  miles  scheduled 
Aircraft  stops  scheduled 
Performance  factor 
Revenue  plane-miles 
Aircraft  stops 


Traffic  Data 


Passenger-miles* 

4,897,664 

Passenger  ton-miles  (at  190  lbs.) 

465,278 

Other  commercial  ton-milesb 

16,893 

Total  commercial  ton-miles 

482,171 

Mail  ton-milesc 

4,718 

Total 

486,889 

a  See  Exhibit  LCA-24  and  25. 
b  See  Exhibit  LCA-26. 
c  See  Exhibit  LCA-26. 


232  miles 
2 

338,720 
7,300 
96%  ; 
325,171 
7,008 


Aircraft  Operating  Expense 

Flying  operations  and  maintenance11  $190,692 

Depreciation®  15,207 

Stewardesses’  salaries1  9,802 


Total  $215,701 

Ground  and  Indirect  Expense 

Station  expense8  $  89,300 

Other  ground  and  indirect11  143,973 


Total  ground  and  indirect  $233,273 

Total  Expense  $448,974 

Total  commercial  Revenues1  $296,959 

Breakeven  need  before  mail  pay  $152,015 

Total  revenue  passenger  miles  per  daily 
round  trip — LCA  Estimate  2,430,547 

Total  revenue  passenger-miles  per 
daily  round  trip — B.C.  estimate  2,065,37SJ 


d  Aircraft  stops  and  plane-miles  required  at  unit  costs  of  $7.37  and  42.76<f 
respectively,  as  developed  in  Exhibit  BC-10. 
e  As  $5.43  per  hour.  See  Exhibit  BC-4  for  outline  of  method  used, 
f  At  $3.50  per  hour.  See  BC-4  for  outline  of  method  used. 
k  Visually  estimated  from  line  fitted  to  graph.  Exhibit  BCR- 15.  See  BCR- 16 
for  individual  station  costs. 

Computed  at  29.57d  per  revenue  ton-mile.  See  Exhibits  BCR-11  and 
BC-8. 

i  See  Exhibit  LCA-27. 
i  See  Exhibit  BCR-3. 

Reference:  Exhibits  LCA-24-25-26-27-28. 

Note:  Lake  Central’s  traffic  estimates,  as  shown  in  this  exhibit  have  been 
used  by  Bureau  Counsel  only  for  the  purpose  of  providing  an  cstimat*  of 
minimum  breakeven  need. 
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1109  Exhibit  No.  BCR-7 

Docket  No.  6411,  et  al. 

CHICAGO-DETROIT  LOCAL  SERVICE  CASE 

BUREAU  COUNSEL’S  ESTIMATE  OF  BREAKEVEN 
NEED  TO  RESULT  FROM  LAKE  CENTRAL’S 
PROPOSED  SERVICE  BASED  ON  RECENT  RE¬ 
PORTED  TRAFFIC  EXPERIENCE 

(Annal  Basis  for  2  Round  Trips  Chicago-Detroit  via  Four 
Intermediate  Points,  South  Bend,  Kalamazoo,  Battle 
Creek  and  Jackson) 


Aircraft  Operating  Data 


Distance 

Daily  round  trips  scheduled 
Plane-miles  scheduled 

Aircraft  stops  scheduled 
Performance  factor 

Revenue  plane-miles 

Aircraft  stops 

232  miles 

2 

338,720 

7,300 

98% 

331,946 

7,154 

Traffic  Data 

Passenger-miles* 

Passenger  ton-miles  (at  190  lbs.) 
Other  commercial  ton-miles1* 

4,636,371 

440,455 

19,820 

Total  commercial  ton-miles 

Mail  ton-milesc 

460,275 

8,000  ; 

Total 

468,275 

*  2,065,378  passenger-miles,  per  round  trip  per  year,  times  2  (Ex.  BCR-3) 
plus  505,615  passenger-miles  to  be  generated  at  Kalamazoo  if  served  as  a 
separate  point.  (Sept.  1952  Survey  date,  expanded  to  annual  basis,  shown 
4,585  LCA  passengers  generated  by  2  daily  round  trip  service.  Average 
Route  7,  on-segment  Battle  Creek  passenger  journey  was  110.3  miles). 

b  4.5%  of  passenger  ton-miles  (average  proportion  believed  typical  of  route), 
c  Computed  at  rate  of  4,000  ton-miles  per  round  trip  per  year  (Based  on 
NOR-28,  p.  2). 
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Aircraft  Operating  Expense 

Flying  operations  and  maintenance'1  $190,692 

Depreciation®  15,207 

Stewardesses’  salaries'  9,802 


Total  $215,701 

Ground  and  Indirect  Expense 

Station  expense8  $  89,300 

Other  ground  and  indirect11  143,973 


Total  ground  and  indirect  $233,273 

Total  Expense  $448,974 

Total  commercial  Kevenues1  $296,959 

Breakeven  need  before  mail  pay  $152,015 

Total  revenue  passenger  miles  per  daily 
round  trip — LCA  Estimate  2,430,547 

Total  revenue  passenger-miles  per 
daily  round  trip — B.C.  estimate  2,065,378J 


4 


4 


' 


d  Aircraft  stops  and  plane-miles  required  at  unit  costs  of  $7.37  and  42.76^ 
respectively,  as  developed  in  Exhibit  BC-10. 
e  As  $5.43  per  hour.  See  Exhibit  BC-4  for  outline  of  method  used, 
f  At  $3.50  per  hour.  See  BC-4  for  outline  of  method  used. 
k  Visually  estimated  from  line  fitted  to  graph.  Exhibit  BCR-15.  See  BCR-16 
for  individual  station  costs. 

h  Computed  at  29.57d  per  revenue  ton-mile.  See  Exhibits  BCR-11  and 
BC-8. 

i  See  Exhibit  LCA-27. 

J  See  Exhibit  BCR-3. 

Reference:  Exhibits  LCA-24-25-26-27-28. 

Note:  Lake  Central’s  traffic  estimates,  as  shown  in  this  exhibit  have  been 
used  by  Bureau  Counsel  only  for  the  purpose  of  providing  an  estimate  of 
minimum  breakeven  need. 
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1109  Exhibit  No.  BCR-7 

Docket  No.  6411,  et  al. 

CHICAGO-DETEOIT  LOCAL,  SERVICE  CASE 

BUREAU  COUNSEL’S  ESTIMATE  OF  BREAKEVEN 
NEED  TO  RESULT  FROM  LAKE  CENTRAL’S 
PROPOSED  SERVICE  BASED  ON  RECENT  RE¬ 
PORTED  TRAFFIC  EXPERIENCE 

(Annal  Basis  for  2  Round  Trips  Chicago-Detroit  via  Four 
Intermediate  Points,  South  Bend,  Kalamazoo,  Battle 
Creek  and  Jackson) 


Aircraft  Operating  Data 


Distance 

Daily  round  trips  scheduled 
Plane-miles  scheduled 

Aircraft  stops  scheduled 
Performance  factor 

Revenue  plane-miles 

Aircraft  stops 

232  miles 
2 

338,720  ; 
7,300 

98% 

331,946 

7,154  ; 

Traffic  Data 

Passenger-milesa 

Passenger  ton-miles  (at  190  lbs.) 
Other  commercial  ton-milesb 

4,636,371 

440,455 

19,820 

Total  commercial  ton-miles 

Mail  ton-milesc 

460,275  ; 
8,000 

Total 

468,275 

a  2,065,378  passenger-miles,  per  round  trip  per  year,  times  2  (Ex.  BCR-3) 
plus  505,615  passenger-miles  to  be  generated  at  Kalamazoo  if  served  as  a 
separate  point.  (Sept.  1952  Survey  date,  expanded  to  annual  basis,  shown 
4,585  LCA  passengers  generated  by  2  daily  round  trip  service.  Average 
Route  7,  on-segment  Battle  Creek  passenger  journey  was  110.3  miles). 

b  4.5%  of  passenger  ton-miles  (average  proportion  believed  typical  of  route), 
c  Computed  at  rate  of  4,000  ton-miles  per  round  trip  per  year  (Based  on 
NOR-28,  p.  2). 
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Aircraft  Operating  Expenses 

Flying  operations  and  maintenance*1 
Depreciation® 

Stewardesses’  salaries1 

Total  Direct  Expense 

Ground  and  Indirect  Expenses 

Station  expenses8 
Other  ground  and  indirect 

Total  Expense  G  &  P 
Total  Expense 

Commercial  Revenue 
Passenger1 

Other  commercial  revenue1 


$194,665 

15,524 

1,001 

$211,190 


$  89,300 
138,469 

$227,769 

$438,959 


$274,473 

9,633 


Total 

Breakeven  need  before  mail  pay 


$284,106 

$154,853 


<J  Aircraft  stops  and  plane  miles  required  at  unit  costs  of  $7.37  and  42.76<f 
respectively,  as  developed  in  Exhibit  No.  BC-10. 

e  At  $5.43  per  hour.  See  Exhibit  BC-4  for  outline  of  method  used. 

t  At  $3.50  per  hour.  See  Exhibit  BC-4  for  outline  of  method  used. 

e  Visually  estimated  from  line  fitted  to  graph.  Exhibit  No.  BCR-15.  See 
BCR-16  for  individual  station  costs. 

h  Computed  at  29.57^  per  revenue  ton-mile.  See  Exhibits  No.  BCR-11  and 
BC-8. 

>  At  5.92<*  per  revenue  passenger  mile  (Local  service  carrier  average,  year 
ended  6-30-53).  See  Exhibit  BC-1. 

3  At  48.60^  per  “other  commercial  revenue ’ ’  ton-mile  (average  proportion 
believed  typical  of  route). 

Reference:  Exhibits  LCA-26-27-28. 
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1110  Exhibit  No.  BCR-8 

Docket  No.  6411,  et  al. 

CHICAGO-DETROIT  LOCAL  SERVICE  CASE 

BUREAU  COUNSEL’S  ESTIMATE  OF  BREAKEVEN 
NEED  TO  RESULT  FROM  NORTH  CENTRAL’S 
PROPOSED  SERVICE  BASED  ON  CARRIER’S  FORE¬ 
CAST  OF  SERVICE,  TRAFFIC  AND  REVENUE 

(Annual  Basis  for  3  Round  Trips,  Chicago-Detroit  via  four 
Intermediate  Points,  South  Bend,  Kalamazoo,  Battle 
Creek  and  Jackson) 

Aircraft  Operating  Data 
Distance 

Daily  round  trips  scheduled 
Plane-miles  scheduled 
Aircraft  stops  scheduled 
Performance  factor 
Revenue  plane-miles 
Aircraft  stops 

Traffic  Data 

Passenger-milesa 
Passenger  ton-miles  (at  190  lbs.) 

Other  commercial  ton-milesb 


Total  commercial  ton-miles 
Mail  ton-milesc 


Total 

a  See  Exhibit  NOR-70,  p.  15. 
t> Carrier’s  other  commercial  revenue,  $22,667  divided  by  $.4511  average 
revenue  per  other  commercial  ton-mile,  year  ended  9-30-53. 
c  See  Exhibit  NOR-28,  p.  2. 

<3  Aircraft  stops  and  plane-miles  required  at  unit  costs  of  $6.71  and  38.93tf 
respectively,  as  developed  in  Exhibit  BC-10. 


232  miles 
3 

508,080 

10,950 

95.06% 

483,001 

10,409 


6,952,963 

626,331 

50,248 


676,579 

12,401 


688,980 
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Aircraft  Operating  Expense 


Flying  operations  and  maintenance*1 
Depreciation® 

Stewardesses  ’  salaries' 

$257,877 

40,015 

13,505 

Total  direct  expenses 

$311,397 

Ground  and  Indirect  Expense 

Station  expense* 

Other  G  &  P 

$171,000 

200,286 

Total  G  &  I 

$371,286 

Total  Expense 

$682,683 

Commercial  Revenue 1 

Passenger 

Other  commercial  revenue 

$487,879 

22,667 

Total 

$510,546 

Total  Revenue  passenger-miles  per  daily 
round  trip — NOR  Estimate 

Total  revenue  passenger-miles  per  daily 
round  trip — B.C.  estimate1 

Breakeven  need  before  mail  pay 

2,546,687 

2,065,378 

$172,137 

«  At  $10.37  per  hour.  See  Exhibit  BC-4  for  outline  of  method  used. 

1  At  $3.50  per  hour.  See  Exhibit  BC-4  for  outline  of  method  used. 

s  Visually  estimated  from  line  fitted  to  graph.  Ex.  BCR-17.  See  BCR-18 
for  individual  station  costs. 

&  Computed  at  29.07 per  revenue  ton-mile.  See  Exs.  BCR-12  and  BC-8. 

*  See  NOR-70,  p.  18. 

)  See  Exhibit  BCR-3. 

Reference:  Exhibits  NOR-27-28,  70. 

Note:  Lake  Central’s  traffic  estimates,  as  shown  in  this  exhibit  have  been 
used  by  Bureau  Counsel  only  for  the  purpose  of  providing  an  estimate  of 
minimum  breakeven  need. 


283 


1111  Exhibit  No.  BCR-9 

Docket  No.  6411,  et  al. 

CHICAGO-DETROIT  LOCAL.  SERVICE  CASE 

BUREAU  COUNSEL’S  ESTIMATE  OF  BREAKEVEN 
NEED  TO  RESULT  FROM  NORTH  CENTRAL’S  PRO¬ 
POSED  SERVICE  BASED  ON  RECENT  REPORTED 
TRAFFIC  EXPERIENCE 

(Annual  Basis  for  3  Round  Trips,  Chicago-Detroit  via  four 
Intermediate  Points,  South  Bend,  Kalamazoo,  Battle 
Creek  and  Jackson.) 


Aircraft  Operating  Data 


Distance 

Daily  round  trips  scheduled 
Plane-miles  scheduled 

Aircraft  stops  scheduled 

Performance  factor 

Revenue  plane-miles 

Aircraft  stops 

232  miles 

3 

508,080 

10,950 

98% 

497,918 

10,731 

Traffic  Data 

Passenger-miles* 

Passenger  ton-miles  (at  190  lbs.) 

Other  commercial-ton-milesb 

6,954,557 

660,683 

29,731 

Total  commercial  ton-milesc 

Mail  ton-miles 

690,414 

12,000 

Total 

702,414 

a  2,065,378  passenger-miles,  per  round  trip  per  year,  times  3  (Ex.  BC.R-3) 
plus  505,615  passenger-miles  to  be  generated  at  Kalamazoo,  times  1%. 
(Sept.  1952  Survey  data,  expanded  to  annual  basis,  shows  4,585  LCA 
passengers  generated  by  2  daily  round  trip  services.  Average  Route  7  on- 
segment,  Battle  Creek  passenger  journey  was  110.3  miles). 

b  4.5%  of  passenger  ton-miles  (average  proportion  believed  typical  of  route), 
c  Computed  at  rate  of  4,000  ton-miles  per  round  trip  per  year  (Based  on 
NOR-28,  p.  2). 
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Aircraft  Operating  Expense 

Flying  operations  and  maintenance*  $265,844 

Depreciation0  41,251 

Stewardesses’  salaries1  13,923 

Total  direct  expenses  $321,018 

Ground  and  Indirect  Expense 

Station  Expense8  $171,000 

Other  G  &  P  204,192 

Total  G  &  I  $375,192 

Total  Expenses  $696,210 

Commercial  revenue 

Passenger1  $411,710 

Other  commercial  14,449 

Total  $426,159 

Breakeven  need  before  mail  pay  $270,051 


<J  Aircraft  stops  and  plane-miles  required  at  unit  costs  of  $6.71  and  38.93^. 
e  At  $10.37  per  hour.  See  Exhibit  BC-4  for  outline  of  method  used. 
i  At  $3.50  per  hour.  See  Exhibit  BC-4  for  outline  of  method  used. 
e  Visually  estimated  from  line  fitted  to  graph,  Ex.  BCR-17.  See  BCR-18 
for  individual  station  costs. 

h  Computed  at  29.07<*  per  revenue  ton-mile.  See  Exhibits  BCR-12  and  BC-8. 
i  At  5.92£  per  revenue  passenger  mile  (local  service  average,  year  ended 
6-30-53).  See  BC-1. 

i  At  48.60^  per  “other  commercial  revenue ’ ’  ton-mile  (average  proportion 
believed  typical  of  route). 

Reference:  Exhibits  NOR-27-28,  70. 
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Exhibit  No.  BCR-16 


Docket  No.  6411,  et  aL 

RELATIONSHIP  OP  STATION  COSTS  TO  FREQUENCY  OF  SERVICE- 
LAKE  CENTRAL  AIRLINES,  INC.— YEAR  ENDED  SEPTEMBER  30,  1953 

Station  Expenses 
(Less  Accounts 

6300, 6500,  6600) _ 


Cities 

Total 

Annual 

Departures 

Total 

ties  over  100,000 

Chicago 

1,414 

$50,566 

Cincinnati 

1,472 

23,718 

Indianapolis 

2,776 

61,503 

South  Bend 

1,605 

20,733 

.ties  Under  100,000 

Bloomington 

1,020 

$  9,553 

Grand  Rapids 

1,638 

17,841 

Kalamazoo 

1,534 

16,879 

Kokomo 

2,985 

22,675 

Lafayette 

1,323 

16,910 

Richmond 

2,037 

20,020 

Additional 
Station  Expense 
From  Proposed 
Service  on 
Route  7 


Route  7  Stations 


Chicago 

700 

$  8,300 

South  Bend 

1,402 

17,500 

Kalamazoo 

1,402 

17,000 

Battle  Creek 

1,402 

15,500 

Jackson 

1,402 

15,500 

Detroit 

700 

15,500 

Source:  CAB  Forms  41. 
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1120  Exhibit  No.  BCR-18 

Docket  No.  6411,  et  al. 


RELATIONSHIP  OF  STATION  COSTS  TO  FREQUENCY  OF  SERVICE- 
NORTH  CENTRAL  AIRLINES,  INC.— YEAR  ENDED 
SEPTEMBER  30,  1953 


Station  Expenses 
(Less  Accounts 
6300, 6500, 6600) 


Total 

Annual 

Cities  Departures 

Total 

Additional 
Station  Expense 
From  Proposed 
Service  on 
Route  7 

Cities  over  100,000  Population 

Chicago 

8,141 

$217,001 

Milwaukee 

6,361 

113,625 

Minneapolis 

7,742 

128,336 

: 

Duluth 

2,029 

38,220 

Cities  under  100,000 

Population 

Janesville 

1,383 

15,343 

Brainerd 

1,010 

11,412 

Clintonville 

1,200 

15,183 

Eau  Claire 

1,629 

16,165 

Bemidji 

1,046 

10,510 

Alexandria 

1.007 

10,111 

Eseanaba 

894 

11,598 

Fargo 

1,176 

10,975 

Grand  Forks 

1,130 

13,524 

Green  Bay 

3,374 

41,824 

Hibbing-Chisholm 

1,568 

17,494 

! 

Ivon  Mountain 

877 

13,159 

Houghton-Hancock 

960 

13,728 

Iron  wood 

784 

9,868 

La  Crosse 

1,358 

18,345 

Madison 

3,359 

62,427 

Menominee 

951 

12,656 

Marquette 

906 

11,678 

Oshkosh 

2,503 

26,663 

Rhinelander 

835 

12,903 

St.  Cloud 

961 

13,800 

Stevens  Point 

1,884 

16,139 

Warsaw 

2,3oo 

25,675 

Winona 

1,221 

11,287 

Route  7  Cities 

! 

Chicago 

1,040.5 

$20,000 

South  Bend 

2,082 

30,200 

Kalamazoo 

2,082 

30,200 

Battle  Creek 

2,082 

30,200 

Jackson 

2,082 

30,200 

Detroit 

1,040.5 

30,200 

Source:  CAB  Forms  41. 
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Exhibit  BCR-19 
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1126  Brief  of  Bureau  Counsel  io  the  Examiner 

***#•#•#*• 

1137 

Ratio  of  Breakeven  Need  to  Commercial  Revenues 

North  Central  Ozark  Lake  Central 

System  Experience :  - 

Calendar  Year  1953:  Revenue  $2,418,616  $1,218,006  $  543,349 

• - Breakeven  need  $2,512,786  $2,225,222  $1,506,417 

Ratio  1.04  1.83  2.77 

Route  7  Revenue  $  426,159  $  253,123  $  284,106 

Breakeven  need  $  270,051  $  168,326  $  163,858 

Ratio  0.63  0.66  0.58 

No.  of  RT’s 

proposed  3  2  J  2 


Decrease  of  Ratio  in  Breakeven  Need  to  Commercial  Revenue 
by  Addition  of  Route  7 


System  ratio  for  1953 
System  ratio  including  Route  7 
Percent  of  decrease  in  ratio 


1.83 
1.63 
—  11% 


* 
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APPENDIX  A 


COMPARATIVE  SUMMARY  OF  ESTIMATES 

Based  on  Carrier  ’s 
Traffic  Forecast 


Page  2  of  2 


Carrier 


Description 


Carrier 

Estimate 


Lake  Central  Estimate  of  breakeven  need  for 

Airlines,  Inc.  providing  2  Bt.  service  between 

Chicago  and  Detroit  via  South 
2  BT.  Bend,  Battle  Creek,  Kalamazoo 

(served  separately)  and  Jackson: 

Total  Non  Mail  Bevenue  $296,959 
Aircraft  Operating  Expense  177,107 
Ground  and  Indirect  Expense  135,900 


Total  Expense  $313,007 

Breakeven  Need  $  16,048 


Bureau  Based  on 
Counsel  Bureau  Counsel ’s 
Estimate  Traffic  Forecast 


$296,9591  $284,106 

215,701  220,195 

233,273  227,769 


$448,974  $447,964 

$152,015  $163,8582 


1  Lake  Central’s  traffic  estimates  have  been  used  by  Bureau  Counsel  only  for  the  purpose 
of  providing  an  estimate  of  minimum  breakeven  need. 

2  Reflects  correction  of  arithmetic  error  of  approximately  $9,000  found  in  the  computation 
of  Stewardesses  and  Salaries  in  BCB-7. 

Source:  Exhibits  BCR-6- 7 ;  LCA-26-27-28. 


North  Central 
Airlines,  Inc. 


3  Bt. 

(except  as 
noted) 


Based  on 

Based  on  Carrier ’s  Bureau  Counsel ’s 

Traffic  Forecast  Traffic  Forecast 


Carrier ’s 
Estimate 
3  Rt. 
Daily 


Estimate  of  Breakeven 
Need  for  providing  service 
between  Chicago  and 
Detroit  via  South  Bend, 

Battle  Creek,  Kalamazoo 
( served  separately)  and 
Jackson: 

Total  Non  Mail  Revenue  $510,546 
Aircraft  Operating 

Expense  277,869 

Ground  and  indirect 
Expense  194,438 


Total  Expense  $472,307 

Breakeven  Need  (Profit)  ($38,239) 


Bureau 
Counsel ’s 

Estimate  2  Rt.  3  Rt. 

3  Rt.  Daily  Daily _ Daily 


$510,5461 

$284,1062 

$426,159 

311,397 

214,013 

321,018 

371,286 

263,128 

375,192 

$682,683 

$477,141 

$696,210 

$172,137 

$193,035 

$270,051 

1  North  Central’s  traffic  estimates  have  been  used  by  Bureau  Counsel  only  for  the  purpose 
of  providing  an  estimate  of  minimum  breakeven  need. 

2  Estimates  of  revenue  and  costs  applicable  to  2  daily  round  trips  have  been  derived 
for  presentation  here  from  data  (for  3  daily  rt’s)  in  Exhibit  BCR^9. 

Source:  Exhibits  BCR-8-9;  NOR-70,  p.  16  (revised). 
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Appendix  B 
Page  1  of  3 

NORTH  CENTRAL 


3-31-53 

6-30-53 

9-30-53 

12-31-53 

3-31-54 

Current  Assets1 

Current  Liabilities1 
Working  Capital 
Working  Capital  ratio 

$  767,860 
$  1,167,672 
$—399,804 
—1.5 

$  811,385 
$  1,373,696 
$—562,311 
—1.7 

$  846,714 
$  1,395,167 
$—548,453 
—1.6 

$  920,802 
$  1,538,894 
$—618,092 
—1,7 

$  848,901 
$  1,629,770 
$—780,869 
—1.9 

Long-Term  Debt 

$ 

397,060 

$  423,196 

$  688,728 

$ 

618,171 

$ 

549,845 

Net  Worth 

Common  Shares 

$ 

598,541 

300,000 

$  541,271 
300,000 

$  605,880 
300,000 

$ 

615,539 

300,000 

$ 

424,108 

300,000 

Net  Worth  Purchase 

$2.00 

$1.80 

$2.02 

$2.05 

$1.41 

Monthly  cost  expenses 
based  on  average 
through  quarter 

$ 

318,018 

$  416,054 

$  423,820 

$ 

376,506 

$ 

381,806 

Total  route  mileage 
in  operation 

1,699 

2,071 

1,985 

2,024 

2,024 

l  As  reported. 

1147 

APPENDIX  B  (Continued) 

LAKE  CENTRAL 

i 

Page  3  of  3 

3-31-53 

6-30-53 

9-30-53 

12-31-53 

3-31-54 

Current  Assets1 

Current  Liabilities1 
Working  Capital 

Working  Capital  Ratio 

$ 

245,437 

460,245 

-214,808 

—1.88 

$  264,898 
697,489 
—432,591 
—2.63 

$  223,538 
703,329 
— 479,791 
—3.15 

$ 

532,744 

901,670 

-368,926 

—1.69 

$  309,067 
732,203 
— 423,136 
— 2.37 

Long  Term  Debt 

$ 

73,500 

$  100,800 

$  75,600 

$ 

56,700 

$ 

37,800 

Net  Worth 

$  —65,060 

$—136,873 

$—190,263 

$ 

2,355 

$  —41,513 

Common  Shares 

$ 

83,039 

$  83,039 

$  83,039 

$ 

83,039 

$ 

83,039 

Net  Worth  per  Share 

$ 

—0.78 

$  —1.65 

$  —2.29 

$ 

—0.03 

$ 

—0.50 

Average  Monthly  Cash 
Expenses 

$ 

103,523 

$  178,152 

$  188,654 

$ 

189,655 

$ 

186,568 

Total  Route  Mileage 
in  Operation 

561 

1,025 

1,025 

1,025 

1,084 

i  As  reported. 
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1248  BEFORE  THE 

CIVIL  AERONAUTICS  BOARD 

WASHINGTON,  D.  C. 

Docket  No.  6411  et  al 

In  the  matter  of  an  investigation  of 
local  air  service  between  Chicago,  Illinois 
and  Detroit,  Michigan 

American  Airlines,  Inc. 

Brief  of  the  Aeronautics  Commission  of  Indiana 

I.  Introduction 

The  Aeronautics  Commission  of  Indiana,  acting  on  be¬ 
half  of  the  State  of  Indiana,  has  intervened  in  this  Pro¬ 
ceeding,  Docket  4r  6411  et  al,  to  assist  in  the  development 
of  the  local  air  sendee  traffic  potential  at  certain  local  air 
service  points  in  Indiana. 

Not  only  does  the  Indiana  Aeronautics  Commission  seek 
to  assist  in  the  development  of  the  local  air  service  traffic 
potential  at  Indiana  communities,  but  it  is  desirous  of 
assisting  in  the  improvement  of  the  route  pattern  structure 
of  the  local  air  service  carrier  sending  Indiana  and  its 
communities. 

The  Proceeding  here  under  consideration  involves  the 
question  of  a  proposed  local  air  service  segment  between 
Chicago,  Illinois  and  Detroit,  Michigan  via  South  Bend, 
Indiana,  Kalamazoo,  Battle  Creek,  Jackson,  and  Ann 
Arbor,  Michigan.  American  Airlines  is  presently  pro¬ 
viding  air  service  to  the  above  indicated  cities  as  an 
operating  segment  in  its  trunk  line  system.  Actually, 

1249  this  proceeding  involves  the  question  of  whether 
the  Chicago/Detroit  route  segment  of  American 

Airlines  to  the  above  indicated  cities  may  most  appro¬ 
priately  be  operated  as  a  strictly  local  air  service  route 
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and  'by  a  local  air  service  carrier  instead  of  by  American 
— a  trunk  line  carrier. 

This  Intervenor  is  particularly  concerned  with  the  pro¬ 
ceeding  as  it  may  affect  the  development  of  local  air  service 
traffic  potential  to  certain  Indiana  cities  and  also  as  it  may 
help  to  develop  and  integrate  the  local  air  service  pattern 
system  in  Indiana — route  88  operated  by  Lake  Central 
Airlines. 

Various  Indiana  cities  designated  as  service  points  on 
Route  88  of  Lake  Central  have  a  strong  community  of 
interest  with  Detroit,  Michigan.  Surface  transportation 
facilities  at  such  points  are  greatly  inadequate  and  air 
transportation  may  only  be  appropriately  acquired  at 
Indianapolis,  Indiana  and  Chicago. 

II.  The  Public  Convenience  and  Necessity — 

Kokomo ,  Indiana 

The  city  of  Kokomo,  Indiana  alone  has  a  population  of 
39,000  with  a  population  growth  during  the  last  decade 
of  14%  as  indicated  by  the  1950  Census. 

In  a  group  of  52  industries  in  the  community,  50%  are 
branch  operations  of  large  automotive,  chemical,  etc., 
manufacturing  corporations. 

A  survey  by  the  Board  of  Aviation  Commissioners  of 
Kokomo  (Kokomo  Exhibit)  was  conducted  solely  for  the 
purpose  of  determining  the  community  of  interest  of 
Kokomo  industry  and  business  with  Detroit,  Michigan. 
Since  the  cities  of  Peru  and  Logansport  are  considered 
within  the  Metropolitan  Area  of  Kokomo  and  are  presently 
jointly  designated  with  Kokomo  for  local  service  point  at 
Kokomo  on  route  88,  the  survey  included  all  three  com¬ 
munities. 

1250  The  Survey  indicates  that  at  the  time  of  the 
survey  period  approximately  100  trips  per  month 
are  made  by  Kokomo-Peru-Logansport  industrial  and 
business  people  to  Detroit,  Michigan  alone. 
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Those  answering  the  questionnaire  distributed  stated 
that  approximately  40  incoming  trips  per  month  are  made 
by  persons  from  Detroit  to  Kokomo. 

The  overwhelming  majority  of  the  outgoing  or  incoming 
business  trips  are  made  by  rail  or  auto. 

The  Kokomo  study  further  considered  the  saving  in  time 
per  trip  that  could  be  made  if  appropriate  local  air  service 
schedules  were  made  available.  The  fact  that  no  less  than 
one  full  day  per  trip  would  be  saved  by  appropriate  air 
carrier  service,  establishes  the  desirability  of  having 
available  such  service  for  positive  use. 

The  only  route  to  Detroit  from  Kokomo  by  air  presently 
available  is  via  Chicago  or  Indianapolis  or  South  Bend, 
all  of  which  possibilities  demand  circuitous  routing  with 
poor  and  with  little  advantage  in  time  saved  and  con¬ 
venience.  The  South  Bend  connection  though  not  greatly 
circuitous  in  routing,  offers  very  little  in  appropriate 
schedule  connections  with  American. 

In  the  event  that  the  Board  would  authorize  an  extension 
of  Route  #  88  to  include  the  Chicago/Detroit  segment  as 
a  part  of  the  system,  such  extension  could  ultimately  make 
available  direct  one-carrier  service  between  Kokomo  and 
Detroit. 

It  is  the  position  of  the  Aeronautics  Commission  of 
Indiana  that  the  public  convenience  and  necessity,  as  re¬ 
garding  the  city  of  Kokomo,  requires  such  direct  one- 
carrier  local  air  service. 

III.  Making  Available  Kokomo-Detroit  Service  Does  Not 
Necessarily  Involve  Change  in  Route  Structure  of 
Route  88. 

The  city  of  Kokomo  is  presently  a  designated  local 
1251  air  service  point  on  Lake  Central’s  Route  88  be¬ 
tween  Indianapolis  and  Grand  Rapids,  Michigan  via 
Kokomo,  South  Bend,  Indiana  and  Kalamazoo,  Michigan. 
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This  segment  of  Route  88  intersects  the  proposed 
Chicago/Detroit  local  air  service  route  at  South  Bend. 
Thus,  if  the  Chicago/Detroit  segment  were  to  be  abandoned 
by  American  and  the  route  established  as  a  local  air  service 
extension  of  Route  88,  appropriate  Detroit  one-carrier 
connections  could  readily  be  made  available  for  the 
Kokomo-Peru-Logansport  area.  (Supplemental  Exhibit 
LCA-1). 

A  review  of  Supplemental  Exhibit  LCA-1,  map  of  Route 
88  with  the  proposed  Detroit/Chicago  segment,  graphically 
displays  the  natural  integration  of  the  route  proposal  into 
the  air  route  pattern  structure  of  Route  88. 

IV.  Conclusion : 

Therefore,  in  order  that  appropriate  local  air  route 
service  for  the  Kokomo-Peru-Logansport  area  and  certain 
other  Indiana  communities  to  Detroit  may  more  readily  be 
made  available  and  in  order  that  the  route  structure  of 
Route  88  may  be  better  integrated  and  strengthened,  the 
Aeronautics  Commission  of  Indiana  supports  the  ex¬ 
tension  of  Route  88  by  the  addition  of  the  proposed 
Chicago/Detroit  Route  segment  via  South  Bend,  Indiana, 
Kalamazoo,  Grand  Rapids,  Battle  Creek  and  Ann  Arbor, 
Michigan. 

Respectfully  submitted 

/s/  D.  C.  Krimendahl 


Director ,  Aeronautics  Commission 
of  Indiana. 


June  25,  1954 
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1326  UNITED  STATES  OF  AMERICA 

CIVIL,  AERONAUTICS  BOARD 
WASHINGTON,  D.  C. 

Docket  No.  6411  et  al. 

American  Airlines,  Inc. 

Chicago-Detroit  Route  7  Local  Service  Case 

The  public  convenience  and  necessity  require  that  the 
authority  held  by  American  Airlines,  Inc.,  to  serve  South 
Bend,  Ind.,  Kalamazoo,  Battle  Creek,  Jackson,  and  Ann 
Arbor,  Mich.,  as  intermediate  points  between  Chicago,  Ill., 
and  Detroit,  Mich.,  on  route  No.  7  be  temporarily 
suspended. 

The  public  convenience  and  necessity  require  amendment 
of  the  certificate  held  by  North  Central  Airlines,  Inc.,  for 
its  route  No.  86  so  as  to  authorize  service  between  the 
terminal  points  Chicago,  Ill.,  and  Detroit,  Mich.,  via  the 
intermediate  points  South  Bend,  Ind.,  Kalamazoo,  Battle 
Creek,  Jackson,  and  Ann  Arbor,  Mich.,  until  September  30, 
1955. 

The  applications  consolidated  herein  in  all  other  respects 
should  be  denied  and  the  investigation  instituted  by  the 
Board,  Order  No.  E-7899,  should  be  dismissed. 

Initial  Decision  of  Curtis  C.  Henderson,  Hearing  Examiner 

Appearances:1 

Howard  C.  Westwood,  Ernest  W.  Jennes,  and  Alfred 
V.  J.  Prather,  for  American  Airlines,  Inc. 

Albert  F.  Grisard  for  Lake  Central  Airlines,  Inc. 

A.  L.  Wheeler  for  North  Central  Airlines,  Inc. 

James  W.  Batchelor  for  Ozark  Airlines,  Inc. 

John  N.  Allen  for  the  City  of  Battle  Creek,  Michigan. 

Robert  A.  Palmer  and  Charles  S.  Rhyne  for  the  City  of 
Kalamazoo,  Michigan. 

George  W.  Shoemaker,  Bureau  Counsel. 

l  Evidence  was  submitted  under  section  302.14  of  the  Procedural  Regula¬ 
tions  by  LeRoy  M.  Lacey,  Jr.,  for  the  Board  of  Aviation  Commissioners  of 
Kokomo,  Ind.,  and  the  Chamber  of  Commerce  of  Kokomo. 
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1329  Preliminary  Statement 

This  is  a  consolidated  proceeding  arising  out  of  the 
Board’s  order  adopted  November  18,  1953,  serial  No. 
E-7899,  instituting  an  investigation,  Docket  No.  6411,  to 
determine  whether  the  public  convenience  and  necessity 
require,  and  whether  the  Board  should  order,  the  tem¬ 
porary  suspension  of  the  authority  held  by  American  Air¬ 
lines,  Inc.,  for  its  route  No.  7  at  Ann  Arbor,  Mich.,  Jack- 
son,  Mich.,  Battle  Creek,  Mich.,  Kalamazoo,  Mich.,  and 
South  Bend,  Ind.,  in  the  event  the  temporary  certificates 
of  North  Central  Airlines,  Inc.,  and/or  Lake  Central  Air¬ 
lines,  Inc.,  are  amended  to  include  those  points,  or  any 
combination  thereof,  on  a  route  segment  between  Chicago, 
Ill.,  and  Detroit,  Mich.,  as  requested  by  these  carriers  in 
Dockets  Nos.  6276  and  6319,  respectively,  which  were 
simultaneously  consolidated  therein  for  hearing;  and  an 
order  of  consolidation  and  intervention  adopted  by  the 
Board  on  February  12,  1953,  serial  No.  E-8099,  wherein 
the  application  of  Ozark  Airlines,  Inc.,  Docket  No.  6439, 
and  the  amended  application  of  North  Central  Airlines, 
Inc.,  Docket  No.  6276,  were  consolidated  into  the  above- 
entitled  proceeding  for  hearing. 

The  applications  of  North  Central  Airlines,  Inc.,  (North 
Central)  and  Lake  Central  Airlines,  Inc.,  (Lake  Central), 
Dockets  Nos.  6276  and  6319,  respectively,  seek  amendment 
of  their  temporary  certificates  so  as  to  authorize  service 
between  Chicago  and  Detroit  via  the  intermediate  points 
South  Bend,  Kalamazoo,  Battle  Creek,  Jackson  and  Ann 
Arbor. 

The  application  of  Ozark  Airlines,  Inc.,  (Ozark), 
Docket  No.  6439,  proposes  a  route  between  Chicago  and 
Detroit  via  Gary,  Ind.,  South  Bend,  Kalamazoo,  Battle 
Creek,  Jackson  and  Ann  Arbor. 

1330  The  Aeronautics  Commission  of  Indiana,  the  Post¬ 
master  General,  United  Airlines,  Inc.,  the  City  of 

Battle  Creek  and  the  City  of  Kalamazoo  have  been  granted 
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leave  to  intervene.  After  due  notice  to  the  public  and  all 
interested  parties  a  public  bearing  was  held  in  Washington, 
D.  C.  The  parties  have  been  afforded  opportunity  to  file 
briefs  to  the  Examiner. 

Economic  Characteristics  of  Cities  and 
Area  Affected 

South  Bend. — The  population  of  South  Bend  rose  from 
101,278  in  1940  to  115,911  in  1950,  an  increase  of  14.5  per¬ 
cent.  Its  postal  receipts  rose  from  $1,841,855  in  1950  to 
$2,077,609  in  1952,  an  increase  of  12.8  percent.  In  1953 
South  Bend’s  retail  trade  was  $219,032,000,  its  effective 
buying  power  amounted  to  $260,379,000,  while  its  per 
capita  income  was  $2,168  and  its  family  income  amounted 
to  $7,193.  The  1947  census  of  manufacturers  shows  that 
there  were  192  industrial  establishments  located  in  South 
Bend  with  an  annual  payroll  of  $116,937,000.  These  in¬ 
dustries  employed  34,757  people  compared  with  16,850  in 
1939,  or  an  increase  of  106.3  percent. 

Kalamazoo. — The  population  of  Kalamazoo  rose  from 
54,097  in  1940  to  57,704  in  1950,  an  increase  of  6.7  percent. 
Its  postal  receipts  rose  from  $1,287,401  in  1950  to 
$1,403,950  in  1952,  or  an  increase  of  9.1  percent.  In  1953 
the  retail  trade  of  Kalamazoo  amounted  to  $126,458,000,  its 
effective  buying  income  amounted  to  $99,647,000  while  its 
per  capita  income  was  $1,658  and  its  family  income 
1331  amounted  to  $5,59S.  According  to  the  1947  census  of 
manufacturers  there  were  193  industrial  establish¬ 
ments  located  in  Kalamazoo  with  a  total  annual  payroll 
of  $42,183,000.  These  industries  employed  13,861  people 
compared  with  only  7,225  in  1939,  or  an  increase  of  91.8 
percent. 

Battle  Creek. — The  population  of  Battle  Creek  rose  from 
43,453  in  1940  to  48,666  in  1950,  or  an  increase  of  20  per¬ 
cent.  Its  postal  receipts  decreased  from  $1,164,329  in  1950 
to  $1,003,964  in  1952,  or  a  decrease  of  13.8  percent.  The  re- 


tail  trade  of  Battle  Creek  in  1953  amounted  to  $104,644,000 
and  its  effective  buying  income  was  $83,848,000  while  its 
per  capita  income  was  $1,612  and  its  family  income 
amounted  to  $5,208.  According  to  the  1947  census  of  manu¬ 
facturers  there  were  82  industrial  establishments  located 
in  Battle  Creek  with  a  total  annual  payroll  of  $32,900,000. 
These  industries  employed  11,727  people,  compared  with 
6,622  in  1939,  or  an  increase  of  77.1  percent. 

Jackson, . — The  population  of  Jackson  rose  from  49,656 
in  1940  to  51,088  in  1950,  or  an  increase  of  2.9  percent.  Its 
postal  receipts  amounted  to  $784,377  in  1950  compared 
with  $915,367  in  1952,  or  an  increase  of  16.7  percent.  The 
1953  retail  trade  of  Jackson  was  $104,239,000  and  its 
effective  buying  income  amounted  to  $83,645,000,  while  its 
per  capita  income  was  $1,627  and  its  family  income 
amounted  to  $5,195.  According  to  the  1947  census  of 
manufacturers  there  were  153  manufacturing  establish¬ 
ments  located  in  Jackson  with  a  total  annual  payroll  of 
$41,125,000.  These  industries  employed  12,490  people, 
compared  with  6,240  in  1939,  or  an  increase  of  101.3 
percent. 

1332  Ann  Arbor. — The  population  of  Ann  Arbor  rose 
from  29,815  in  1940  to  48,252  in  1950,  or  an  increase 
of  61.8  percent.  Its  postal  receipts  rose  from  $706,000  for 
the  year  ended  July  1,  1948,  to  $938,000  for  the  year  ended 
July  1,  1953,  an  increase  of  33  percent,  while  its  bank 
deposits  rose  from  $20,999,000  as  of  June  30,  1938,  to 
$73,357,000  on  June  30,  1953,  an  increase  of  249  percent. 
The  retail  sales  of  Ann  Arbor  increased  from  $64,831,000 
in  1948  to  $85,604,000  in  1952,  an  increase  of  32.04  percent, 
while  the  effective  buying  income  in  1952  amounted  to 
$77,671,000  and  the  per  capita  income  was  $1,566.  The 
1947  census  of  manufacturers  shows  that  there  were  57 
industrial  establishments  located  in  Ann  Arbor  with  an 
annual  payroll  of  $10,598,000.  These  industries  employed 
3,711  people  compared  with  1,950  in  1939. 
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Gary. — The  population  of  Gary  rose  from  111,719  in  1940 
to  133,911  in  1950,  an  increase  of  19.9  percent.  Its  postal 
receipts  increased  from  $683,000  for  the  year  ended  July  1, 
1948,  to  $1,112,000  for  the  year  ended  July  1,  1953,  an  in¬ 
crease  of  63  percent,  while  its  bank  deposits  rose  from 
$13,813,000  on  June  30,  1938,  to  $114,308,000  on  June  30, 

1953,  or  an  increase  of  728  percent.  The  retail  trade  of 
Gary  rose  from  $140,400,000  in  1948  to  $181,158,000  in  1952, 
an  increase  of  29.3  percent,  while  its  effective  buying  in¬ 
come  amounted  to  $264,529,000  in  1952  and  its  per  capita 
income  was  $1,885.  The  1947  census  of  manufacturers 
shows  that  there  were  63  industrial  establishments  located 
in  Gary  and  that  these  industries  employed  30,649  people. 

1333  Existing  Service. — Service  between  Chicago  and 
Detroit  is  presently  provided  on  a  nonstop  basis  by 
Capital  Airlines,  Inc.,  (Capital),  United  Air  Lines,  Inc., 
(United),  and  American  Airlines,  Inc.,  (American).  In 
accordance  with  the  Official  Airline  Guide  for  September 

1954,  Capital  provided  seven  round  trip  nonstop  schedules 
betwen  Chicago  and  Detroit,  United  provided  five  round 
trip  nonstop  schedules,  while  American  provided  20  round 
trip  nonstop  schedules.  In  addition,  American  provided 
one  round  trip  local  schedule  between  the  termini  via 
South  Bend,  Battle  Creek  and  Jackson.  Kalamazoo  is 
served  through  the  Kellogg  Field  at  Battle  Creek  while 
Ann  Arbor  is  served  through  the  Willow  Run  Airport  at 
Detroit.  The  nonstop  distance  between  Chicago  and 
Detroit  is  219  miles  and  the  distance  between  the  termini 
via  South  Bend,  Kalamazoo,  Battle  Creek,  and  Jackson 
is  232  miles. 

American  took  no  definite  position  at  the  hearing  in 
regard  to  the  applications  filed  by  North  Central,  Lake 
Central,  and  Ozark  other  than  it  did  express  willingness 
to  be  temporarily  suspended  if  the  Board  decides  that  the 
intermediate  cities  should  be  provided  service  by  one  of 
the  local  service  carrier  applicants.  American  is  willing 
to  continue  serving  these  cities  if  the  local  service  carrier 
applications  are  denied. 
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American  submitted  data  showing  the  financial  effects 
on  it  which  would  result  from  the  suspension  of  service  to 
the  intermediate  points.  One  of  these  estimates  is  made 
on  a  straight  added  cost  basis  and  shows  estimated 
annual  1953  revenues  and  costs  resulting  from 
1334  service  to  South  Bend,  Battle  Creek-Kalamazoo 
and  Jackson  and  the  effects  on  such  revenues  and 
costs  resulting  from  suspension  at  these  intermediate 
cities,  as  follows: 


Based  on  1953 
Operations 

Retained  if 
Suspended 

Reduction 
Resulting  from 
Suspension 

(1) 

(2) 

(3) 

Revenues 

Total 

$534,627 

$178,234 

$356,393 

Expenses 

Total 

$332,145 

$  13,513 

$318,632 

Net 

$202,482 

$164,721 

Loss  From  Suspension  $  37,761 

Although  these  estimates  show  that  the  total  revenues 
which  American  would  lose  as  the  result  of  suspension  at  the 
intermediate  cities  wTould  exceed  by  $37,761  the  added  cost 
of  serving  these  cities  it  does  not  necessarily  mean  that 
American  actually  would  lose  money  as  a  result  of  the 
suspension.  American  submitted  other  estimates  on  an 
added-prorated  cost  basis  which  show  that  the  intermediate 
cities  are  not  profitable  points  for  American  when  they 
are  served  by  Convair  equipment.  For  example, 
American’s  estimated  annual  1953  revenues  and  expenses 
of  service  to  South  Bend,  Battle  Creek-Kalamazoo  and 
Jackson  on  an  added-prorated  cost  basis  result  in  total 
revenues  of  $170,539  and  total  expenses  of  $325,199  leaving 
a  net  loss  of  $149,660. 

American  points  out  that  its  added  cost  estimates  do 
not  measure  profitability  as  one  normally  uses  the 
1335  word  profit  in  a  profit  and  loss  statement ;  and  that 
in  order  to  measure  the  profitability  of  serving  the 
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involved  intermediate  cities  it  would  be  necessary  to  have 
allocated  costs  and  allocated  revenues  which  were  not 
available  for  use  in  its  added-cost  estimates.  American 
states  that  its  added-prorated  cost  estimates  also  are  not 
an  accurate  estimate  of  the  loss  involved  in  serving  these 
intermediate  cities  because  to  show  the  actual  loss  as  it 
would  appear  in  a  profit  and  loss  statement  it  would 
be  necessary  to  allocate  fully  both  costs  and  revenues. 
Although  American  concedes  that  it  knows  of  no  satis¬ 
factory  method  of  making  such  full  allocations  it  believes 
that  its  added-prorated  cost  estimates  come  closer  to 
determining  the  profitability  to  American  of  serving  the 
intermediate  cities.  American  submitted  these  estimates 
for  the  purpose  of  providing  the  Examiner  and  the  Board 
with  at  least  some  yardstick,  even  though  it  is  not  a  satis¬ 
factory  one  and  not  really  a  profit  and  loss  statement,  of 
judging  the  profitability  of  these  points  to  American. 

American  submitted  estimates  showing  that  it  would  be 
better  off  financially  being  suspended  at  all  of  these  cities 
than  it  would  be  if  it  were  to  be  suspended  at  only  one  or 
twx>  of  them.  If  it  should  be  suspended  at  less  than  all 
of  the  intermediate  cities  its  present  local-service  flights 
would  still  have  to  be  provided  thus  incurring  most  of  the 
expenses  of  such  flights,  but  less  revenues  wmuld  be  avail¬ 
able  to  support  them.  American  points  out  that  if  it 
should  be  suspended  at  all  of  these  cities  the  cost  of  pro¬ 
viding  the  flights  would  be  saved,  for  they  wmuld  be  dis¬ 
continued  rather  than  converted  to  nonstops  between 
1336  Chicago  and  Detroit.  At  the  time  of  the  hearing, 
American  provided  39  nonstop  daily  flights  between 
Chicago  and  Detroit  at  an  average  of  approximately  65.80 
percent  load  factor  and  the  local  service  flights  carried 
very  few,  if  any,  Chicago-Detroit  passengers.  American 
submitted  estimated  annual  1953  revenues  and  costs  on  an 
added-cost  basis,  resulting  from  service  to  South  Bend  and 
the  effects  on  such  revenues  and  costs  resulting  from 
suspension  at  South  Bend  only.  American  also  submitted 
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identical  estimates  for  Battle  Creek-Kalamazoo  and  Jack- 
son  in  the  tables  below  as  follows : 


Based  on  1953 

Retained 

Resulting  From 

City 

Revenues 

Operation 

if  Suspended 

Suspension 

(1) 

(2) 

(3) 

South  Bend 

Total 

$203,308 

$  33,342 

$169,966 

Expense 

$  48,356 
$154,952 

$  1,786 

$  46,570 

Net 

$  31,556 

Loss  From,  Suspended 

$123,396 

Based  on  1953 

Retained 

Resulting  From 

City 

Revenues 

Operation 

if  Suspended 

Suspension 

(1) 

(2) 

(3) 

Battle  Creek- 
Kalamazoo 

Total 

Expenses 

$267,462 
$  68,558 

$150,073 
$  59,904 

$117,389 
$  8,654 
$108,735 

Net 

$198,904 

Loss  From  Suspension 

$  90,168 

1337 

Based  on  1953 

Retained 

Resulting  From 

City 

Revenues 

Operation 

if  Suspended 

Suspension 

(1) 

(2) 

(3) 

Jackson 

Total 

Expense 

$  63,857 

$  27,503 

$  36,354 

Total 

$  42,580 

$  3,073 

$  39,507 

Net 

$  21,277 

$  24,430 

Loss  From  Suspension 

$123,396 

In  1953  American  averaged  approximately  five  pas- 
l  sengers  per  schedule  landing  or  take-off  at  South  Bend, 
nine  at  Battle  Creek-Kalamazoo  and  1.5  at  Jackson,  or  a 
total  of  about  15.5  passengers  per  flight.  This  amount  of 
*  traffic  provides  low  load  factors  for  American’s  Convairs 
and  would  provide  even  lower  load  factors  if  two  carriers 
should  be  authorized  to  operate  the  local  service.  The 
existing  low  load  factors  are  borne  out  by  American’s 

► 
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traffic  over  this  segment  in  March  and  September  1953 
which  is  as  follows : 


Load  Factors 

Eastbound  Segments  March  1953  September  1953 


Chicago-South  Bend 

28.9 

38.8 

South  Bend-Battle  Creek- Kalamazoo 

36.4 

40.0 

Battle  Creek-Kalamazoo- Jackson 

53.3 

46.7 

J  ackson-Detroit 

62.9 

60.5 

Westbound  Segments 

Detroit- J  ackson 

40.1 

40.7 

Jackson-Battle  Creek-Kalamazoo 

50.7 

55.6 

Battle  Creek-Kalamazoo-South  Bend 

37.8 

40.2 

South  Bend-Chicago 

33.9 

40.8 

1338  American  therefore  contends  that  based 

upon  this 

volume  of  traffic  it  cannot  add  an  additional  round 
trip  local  service  schedule  and  operate  profitably  even 
assuming  some  additional  traffic  would  be  generated  by 
this  frequency  of  service. 

American  points  out  that  on  the  other  hand  if  it  should 
be  suspended  at  all  of  these  intermediate  points  the  existing 
traffic  would  provide  good  load  factors  for  a  local  service 
carrier  operating  DC-3  aircraft.  For  example,  if 
American  were  to  carry  15  passengers  across  this  segment 
from  Chicago  to  Detroit  in  its  Convairs  it  would  average 
only  a  37.5  percent  load  factor  while  15  passengers  would 
provide  a  71.4  percent  load  factor  for  a  local  service 
carrier  operating  DC-3  aircraft.  Thirty-seven  passengers 
would  be  required  to  achieve  a  75  percent  load  factor  on 
a  Convair  but  that  same  number  of  passengers  would 
provide  71.4  percent  load  factors  for  two  DC-3  flights. 
Therefore,  traffic  sufficient  to  make  only  one  Convair  flight 
feasible  will  provide  comparable  load  factors  for  twice  that 
many  DC-3  flights. 

The  record  shows  that  in  March  1953,  about  82  percent 
of  American’s  traffic  on  flights  serving  the  intermediate 
cities,  moved  between  them  or  between  them  and  Chicago 
and  Detroit,  where  the  passengers  originated,  terminated, 
or  made  connections  with  other  flights,  thus  American’s 
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service  to  these  cities  is  basically  local  service  over  the 
segment  and  feeder  service  to  the  gateway  cities  of  Detroit 
and  Chicago.  Therefore,  any  local  service  carrier 
which  might  be  selected  to  render  this  service 

1339  in  lieu  of  American  would  satisfy  the  primary 
destination  needs  of  these  cities. 

Although  the  financial  results  of  American’s  local 
service  to  the  intermediate  cities,  at  best,  has  been  marginal 
it  does  not  indicate  that  a  local  service  carrier  with 
smaller  equipment  cannot  operate  the  segment  at  a  profit. 
This  is  primarily  because  the  intermediate  cities  cannot 
generate  sufficient  traffic  to  enable  American’s  Convairs 
to  achieve  the  lower  unit  cost  which  these  aircraft  were 
designed  to  provide,  while  on  the  other  hand  DC-3  air¬ 
craft,  with  their  smaller  capacity  and  lower  plane-mile 
cost,  can  be  operated  successfully  with  a  much  smaller 
amount  of  total  traffic  than  can  a  Convair  operation. 

American  contends  that  if  the  Board  should  find  that 
one  of  the  local  service  applicants  should  be  certificated 
over  the  Chicago-Detroit  segment  then  American  should 
be  suspended  at  all  five  intermediate  points  between 
Chicago  and  Detroit;  and  that  anything  less  would  create 
uneconomic  competition  and  deprive  the  local-service 
carrier  of  full  opportunity  to  improve  its  financial  condi¬ 
tion.  Although  Ann  Arbor  will  continue  to  receive  service 
from  American  through  the  Willow  Run  Airport  even 
though  American  should  be  suspended  at  that  city, 
American  believes  that  if  it  is  suspended  at  the  other  inter¬ 
mediate  cities  it  should  also  be  suspended  at  Ann  Arbor. 
This  is  primarily  because  there  would  be  no  more  reason 
for  American  and  a  local-service  carrier  to  provide 
duplicating  Ann  Arbor  service  than  there  is  for  such 
duplicating  service  to  any  other  of  the  intermediate  cities 
between  Chicago  and  Detroit. 

1340  American  points  out  that  all  of  the  intermediate 
points  on  this  segment  are  not  equal  in  passenger- 


310 


generating  ability  and  service  requirement,  and  therefore 
it  does  not  urge  that  a  local-service  carrier  selected  to 
serve  this  route  be  required  to  make  stops  at  all  cities  on 
the  route  on  all  flights.  On  the  other  hand,  it  believes 
that  if  one  of  the  local-service  carrier  applicants  is  to  be 
given  the  responsibility  of  providing  all  local  service  needs 
of  these  cities  it  should  be  given  sufficient  operating 
flexibility  to  fill  these  needs  economically.  American,  how¬ 
ever,  does  urge  that  any  certificate  for  local  service  between 
Chicago  and  Detroit  which  the  Board  may  issue  to  a  local- 
service  carrier  should  contain  a  proviso  that  such  service 
make  a  minimum  of  two  intermediate  stops  on  each  flight 
over  the  segment.  American  contends  that  if  any  one  of 
the  local-service  carrier  applicants  should  be  awarded 
two-stop  authority  between  Chicago  and  Detroit  the  Board 
should  make  clear  in  the  amended  certificate  that  any 
modification  of  that  carrier’s  operating  rights  over  the 
Chicago-Detroit  segment  would  require  a  section  401(h) 
hearing. 

Service  to  Kalamazoo. — Kalamazoo  is  an  authorized 
intermediate  point  between  Chicago  and  Detroit  on 
American’s  route  No.  7.  It  is  presently  being  served 
through  the  Kellogg  Field  at  Battle  Creek  because  Kala¬ 
mazoo’s  airport  is  not  sufficiently  large  to  accommodate 
Convair  equipment,  the  type  used  by  American.  How¬ 
ever,  the  Kalamazoo  Airport  is  presently  accommodating 
DC-3  aircraft  on  north-south  operations  and  it  will 
1341  be  in  position  to  take  care  of  that  same  type  of 
equipment  operated  by  any  of  the  feeder  carriers 
which  the  Board  may  certificate  to  operate  this  route.  It 
is  Kalamazoo’s  position  (1)  that  adequate  east-west  air 
service  should  be  instituted  on  route  No.  7  at  the  Kala¬ 
mazoo  Airport,  which  service  is  not  presently  available, 
(2)  that  a  minimum  of  two  flights  daily,  morning  and 
evening,  be  scheduled  at  the  Kalamazoo  Airport,  and  (3) 
that  the  evidence  of  record  relative  to  Kalamazoo’s 
economic  characteristics,  and  other  data,  clearly  proves 
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that  the  public  convenience  and  necessity  require  institu¬ 
tion  of  adequate  east-west  air  service  at  the  Kalamazoo 
Airport. 

Kalamazoo  is  located  midway  between  Detroit  and  Chi¬ 
cago.  It  is  the  principal  industrial  and  commercial  center 
for  southwestern  Michigan  and  is  the  trading  center  for 
a  prosperous  area  extending  approximately  30  miles  north, 
40  miles  west,  40  miles  south  and  20  miles  east.  This 
estimated  trading  area  represents  a  population  of  ap¬ 
proximately  200,000  people. 

There  are  about  250  manufacturing  concerns  located 
in  Kalamazoo  and  its  environs,  among  which  are  eight 
paper  mills;  10  paper  converting  plants;  from  20  to  25 
foundry  and  machine  shops;  the  Checker  Cab  Company; 
the  Upjohn  Pharmaceutical  Manufacturing  Company;  the 
Hercules  Powder  Company,  the  American  Cyanamid  Com¬ 
pany;  and  10  sheet-metal  producers.  The  City  has  2,000 
retail  and  wholesale  establishments.  Within  the  past 
year  the  Hytron  Radio  and  Electronics  Division  of  the 
Columbia  Broadcasting  System  has  constructed  a 
1342  television  tube  manufacturing  plant  which  probably 
will  employ  approximately  1,500  people,  and  the 
Southerland  Paper  Company  is  erecting  a  plant  which 
will  employ  approximately  1,200  people. 

The  record  shows  that  from  50  to  60  percent  of  the  ex¬ 
isting  traffic  now  being  handled  at  the  Kellogg  Airport 
at  Battle  Creek  is  generated  at  or  destined  to  Kalamazoo. 
The  airline-applicants  concede  that  service  to  the  Kala¬ 
mazoo  Airport  is  economically  feasible  and  all  expressed 
a  willingness  to  render  such  service. 

Although  the  distance  between  Kalamazoo  and  Battle 
Creek  is  only  about  23  miles,  the  record  shows  that  from 
one  to  two  hours  are  consumed  for  a  round  trip  by  resi¬ 
dents  of  Kalamazoo  when  utilizing  the  Kellogg  Airfield. 
Limousine  service  costs  from  $9.37  to  $11.56  one  way  and 
from  $17.83  to  $21.85  for  a  round  trip. 


The  City  of  Kalamazoo  offered  evidence  indicating  that 
existing  service  to  Kalamazoo  through  the  Kellogg  Air¬ 
field  at  Battle  Creek  is  inconvenient  and  that  the  exist¬ 
ing  one  round  trip  schedule  daily  is  inadequate.  For  ex¬ 
ample,  the  Ingersol  Products  Division  Borg-Warner  Cor¬ 
poration  employs  1,200  people  in  its  Kalamazoo  plants. 
In  1953  this  concern  lost  approximately  2,000  man  hours 
of  executive  time,  at  an  estimated  $5,000  cost,  solely  for  the 
lack  of  east-west  transportation.  The  cost  to  the  com¬ 
pany  for  station  wagon  and  automobile  use  was  approx¬ 
imately  $2,000. 

1343  On  January  25,  1954,  the  Chamber  of  Commerce 
of  Kalamazoo  conducted  a  special  mail  survey  di¬ 
rected  to  the  major  industries,  wholesalers  and  retailers 
in  the  Kalamazoo  area.  Questionnaires  were  sent  to  ap¬ 
proximately  390  business  concerns  seeking  information 
concerning  the  use  of  air  transportation  east  and  west  dur¬ 
ing  the  calendar  year  1943  and  an  estimated  future  use  of 
that  transportation  in  1954.  There  were  50  returns,  or 
approximately  12.5  percent  of  the  total  number  of  ques¬ 
tionnaires  mailed.  Out  of  these  fiftv  business  concerns 
which  reported,  a  total  of  858  passengers  utilized  rail 
services  to  move  to  or  from  Chicago  in  order  to  board 
airplanes  for  flights  beyond,  while  881  utilized  rail  serv¬ 
ices  to  board  flights  at  Detroit.  Kalamazoo  submitted 
evidence  showing  that,  even  though  these  returns  were 
multiplied  by  eight  in  order  to  obtain  100  percent,  the  total 
would  be  conservative  because  the  390  concerns  solicited 
constituted  but  a  relatively  small  portion  of  the  approxi¬ 
mately  2,26S  manufacturing,  processing,  retail  and  whole¬ 
sale  establishments  located  in  Kalamazoo.  This  survey 
shows  that  1,114  and  1,059,  passengers  used  rail  service 
to  return  to  Kalamazoo  from  air  trips  which  terminated 
at  Chicago  and  Detroit,  respectively.  If  these  figures  are 
projected  to  100  percent  by  multiplying  them  by  eight, 
or  some  higher  number,  it  appears  that  if  adequate  local 
service  should  be  established  at  Kalamazoo  there  is  an 
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existing  potential  of  approximately  17,384  passengers 
which  might  utilize  such  service  to  and  from  Chicago  and 
Detroit. 

1344  The  inadequacy  of  Kalamazoo’s  present  service 
through  the  Kellogg  Airfield  at  Battle  Creek  is 

further  shown  by  charter  flights  out  of  the  Kalamazoo 
Airport  and  the  Kellogg  Airfield  by  the  50  business  firms 
which  responded  to  the  questionnaires.  In  1953  there  were 
327  inbound  charters  at  Kalamazoo  with  681  passengers 
and  545  outbound  charters  carrying  602  passengers,  or  a 
total  of  1,283,  compared  with  29  inbound  charters  at  the 
Kellogg  Airfield  with  39  passengers  and  57  outbound 
charters  with  84  passengers,  or  a  total  of  123.  The  fact 
that  1,283  passengers  utilized  charter  flights  out  of  Kala¬ 
mazoo  compared  with  123  passengers  using  such  service 
out  of  the  Kellogg  Airfield  at  Battle  Creek  indicates  that 
the  existing  air  service  for  residents  of  Kalamazoo  which 
must  be  used  through  the  Kellogg  field  is  inadequate. 

The  City  of  Kalamazoo  contends  that  in  order  to 
supply  its  need  for  adequate  service  a  minimum  of  two 
round  trips  daily,  morning  and  night,  to  Chicago  and  De¬ 
troit  would  be  necessary;  and  that  any  other  service  would 
be  inadequate.  The  record  shows  that  business  men  de¬ 
sire  to  leave  in  the  morning,  transact  business  in  Chicago 
or  Detroit  and  return  the  same  day,  otherwise  a  lay¬ 
over  or  a  trip  by  automobile  would  be  necessitated;  and 
that  this  condition  likewise  applies  to  passengers  destined 
to  Kalamazoo  from  Chicago  or  Detroit  and  the  inter¬ 
mediate  cities. 

Service  to  Kokomo. — Kokomo  submitted  evidence  show¬ 
ing  that  it  has  a  community  of  interest  with  Detroit 

1345  and  that  two  trips  daily  in  each  direction  between 
Kokomo  and  Detroit  would  be  desirable.  Kokomo 

contends  that  it  needs  a  morning  flight  from  Kokomo  to 
Detroit  and  an  evening  flight  from  Detroit  to  Kokomo 
and  also  a  morning  flight  from  Detroit  to  Kokomo  and 
an  evening  flight  from  Kokomo  to  Detroit.  At  the  time 
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of  hearing  Kokomo  had  two-carrier  service  to  Detroit  over 
North  Central  to  South  Bend  and  thence  over  American 
to  Detroit,  but  the  existing  flights  left  Kokomo  at  9 :32  a.im, 
arrived  in  South  Bend  at  10:14  a.m.,  left  South  Bend  at 
1:53  p.m.,  arrived  in  Detroit  at  4:27  p.m.  The  return 
schedule  left  Detroit  at  10:55  a.m.,  arrived  in  South  Bend 
at  11:30  a.m.,  left  South  Bend  at  11:50  a.m.,  and  arrived 
in  Kokomo  at  12:30  p.m.  Although  the  return  schedule 
is  satisfactory  the  evidence  submitted  by  Kokomo  indicates 
that  it  is  not  satisfied  with  the  outbound  schedule.  Kokomo 
therefore  concludes  that  the  reason  for  the  lack  of  use 
of  the  present  schedules  is  that  three  days  is  con¬ 
sumed  by  each  passenger  for  the  purpose  of  spending 
a  few  hours  of  a  single  business  day  in  Detroit.  The  City 
of  Kokomo  believes  that  an  earlier  flight  with  a  better 
schedule  to  Detroit  and  an  evening  flight  from  Detroit 
would  greatly  expand  the  use  of  air  service  by  industrial 
personnel  located  in  the  four-citv  area  of  Kokomo,  Peru, 
Logansport  and  Marion,  Ind. 

Twenty-five  industries  interviewed  by  the  Aviation  Com¬ 
mittee  of  the  Chamber  of  Commerce  of  Kokomo  stated  that 
good  airline  connections  between  Kokomo,  Peru,  Logans¬ 
port,  and  Detroit  were  very  desirable,  and  that  such  serv¬ 
ice  would  generate  initially  from  83  to  128  round 
1346  trips  monthly,  and  an  indicated  30  to  50  round  trips 
monthly  by  personnel  servicing  these  industries. 

The  Aeronautics  Commission  of  Indiana  intervened  in 
the  instant  proceeding  to  assist  in  the  development  of  the 
local  air  service  traffic  potential  in  Indiana  and  also  to 
assist  in  the  improvement  of  the  route-pattern  structure 
of  the  local  air  service  carriers  serving  Indiana.  The 
Aeronautics  Commission  of  Indiana  favors  the  pro¬ 
posal  of  Lake  Central. 

Lake  Central  proposes  a  schedule  which  would  leave 
Kokomo  at  9 :32  a.m.,  and  connect  with  another  Lake 
Central  flight  at  South  Bend  which  would  arrive  at  De¬ 
troit  at  12:20  p.m.  In  the  reverse  direction  a  schedule 
would  leave  Detroit  at  7 :30  in  the  morning  and  make  con- 
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nections  at  South  Bend  for  arrival  at  Kokomo  at  12 :36  p.m. 
An  additional  schedule  would  leave  Detroit  at  5 :00  p.m.,  and 
arrive  in  Kokomo  at  7 :05  p.m. 

Lake  Central. — Lake  Central  holds  a  temporary  certi¬ 
ficate  authorizing  operation  of  approximately  1,499  route 
miles.  If  it  is  selected  to  render  the  proposed  service 
in  lieu  of  American’s  existing  service  it  will  use  DC-3 
aircraft  and  operate  two  round-trip  schedules  daily  be¬ 
tween  Chicago  and  Detroit  via  the  intermediate  points. 
One  flight  will  leave  Chicago  at  9:10  a.m.,  and  arrive  in 
Detroit  at  12:20  p.m.,  and  leave  Detroit  at  5:00  p.m.,  and 
arrive  in  Chicago  at  6:11  p.m.  Another  flight  will  leave 
Detroit  at  7:30  a.m.,  arrive  in  Chicago  at  8:40  a.m.,  and 
leave  Chicago  at  7 :00  p.m.,  and  arrive  in  Detroit  at  10:00 
p.m.  Lake  Central’s  routes  lie  mostly  in  Indiana  and  Ohio, 
extending  from  Cleveland  and  Youngstown,  Ohio 
1347  and  Pittsburgh,  Pa.,  on  the  east  to  Bloomington, 
Indianapolis  and  Lafayette,  Ind.,  on  the  west  and 
Chicago,  Ill.,  to  the  northwest.  A  north-south  route  ex¬ 
tends  from  Bloomington  to  Grand  Rapids,  Mich.,  via  In¬ 
dianapolis,  Kokomo-Peru-Logansport,  South  Bend,  and 
Kalamazoo.  Lake  Central  is  certificated  to  operate  to 
three  of  the  seven  points  sought  in  the  instant  proceeding. 

Lake  Central  estimates  that  if  it  is  awarded  the  Chi- 
cago-Detroit  local  service  route  it  would  generate  for  the 
year  ending  June  30,  1955,  39,030  passengers  or  4,861,094 
passenger  miles.  It  estimates  that  additional  Lake  Cen¬ 
tral  passenger  miles  resulting  from  Battle  Creek  pas¬ 
sengers  using  Indianapolis  would  amount  to  265  pas¬ 
sengers,  36,570  passenger  miles,  or  a  grand  total  of 
4,897,664  passenger  miles.  This  origination  and  destina¬ 
tion  passenger  forecast  of  Lake  Central  for  the  year  end¬ 
ing  June  30,  1955,  is  based  upon  the  Board’s  Air  Traf¬ 
fic  Surveys  of  September  1952,  and  March  1953. 

Lake  Central  submitted  a  forecast  of  point-to-point 
and  average  load  factors  for  the  year  ending  June  30, 
1955,  as  follows : 
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Point-to-Point 

(1) 

No.  of 
Psirrs. 

(2) 

Route 

Miles 

(3) 

Palter. 

Miles 

(4) 

Plane 

Miles 

(5) 

Available 
Seat  Miles 

Averages 

Load 

Load 

Factorb 

Chicago-South  Bend 

15,144 

74 

1120656 

103718 

2,178,078 

10.80 

51.45% 

South  Bend-Kalamazoo 

21,702 

54 

1171908 

756S6 

1,589,406 

15.48 

73.73 

Kalamazoo-Battle  Creek 

22,966 

17 

390422 

23827 

500,367 

16.39 

78.03 

Battle  Creek- Jackson 

25,120 

40 

1004800 

56064 

1,177,344 

17.92 

85.34 

Jackson-Detroit 

24,964 

47 

1173508 

65S76 

1,383,396 

17.81 

84.81 

Total  Segment 

232 

4861094 

325171 

6,828,591 

14.95 

71.19% 

Additional  Lake  Central 

Passenger  Miles  resulting 

from  Battle  Creek  pas- 

sengers  using  Indianapolis 

265 

— 

36570 

— 

— 

— 

— 

Grand  Totals 

4S97664 

325171 

6,828,591 

15.06 

71.72% 

a  Column  3  divided  by  Column  4. 
b  Column  4  divided  by  Column  5. 


1348  According  to  Lake  Central  it  now  has  complete 
facilities  installed  at  Chicago,  South  Bend  and 
Kalamazoo  on  its  existing  route  88  which  are  entirely  ade- 
quate  for  the  proposed  operation  between  Detroit  and 
Chicago.  It  plans  to  arrange  for  joint  facilities  with  other 
carriers  at  Detroit.  Lake  Central  therefore  estimates 
that  the  maximum  capital  expenditures  which  would  he 
required  are  $84,000  consisting  of  $6,000  for  equipping 
two  stations  (Battle  Creek  and  Jackson),  $65,000  for  one 
DC-3  aircraft,  and  $13,000  for  parts  and  materials. 

Lake  Central’s  traffic  estimates  and  expenses  on  an 
added  cost  basis  for  the  proposed  service  are  set  forth  in 
the  profit  or  loss  statement  for  forecast  year  ended  June 
30,  1955  as  follows: 

Cents/Rev. 

Non-Mail  Revenue :  Amount  Plane-Mile 


Passenger 

$286,024 

87.96* 

Express 

6,959 

2.14 

Excess  Baggage 

1,469 

.45 

Charter 

2,507 

.77 

Total  Non-Mail  Revenues 

$296,959 

91.32* 

Total  Direct  Operating  Expenses 

$177,107 

54.47* 

Total  Indirect  Operating  Expenses 

$135,900 

41.79* 
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Non-Mail  Revenue : 

Cents/Rev. 
Amount  Plane-Mile 

Total  Operating  Expenses 
Non-Operating  Expenses 

$313,007 

2,569 

96.26^ 

.15 

Total  Expenses 

$315,576 

96.41^ 

Break-Even  Need 

Service  Mail  Pay 

$  18,617 
12,172 

5.09^ 

3.74 

(Subsidy  Mail  Pay 

$  6,445 

1  35^ 

Lake  Central’s  estimated  balance  sheet  as  of  February 
28,  1954,  shows  that  its  total  assets  amounted  to 
1349  $619,287  consisting  of  $201,013  in  total  current  as¬ 
sets  and  $418,274  in  investments,  equipment,  and 
other  deferred  assets.  Of  Lake  Central’s  current  assets  it 
had  only  $42,318  in  cash. 

Lake  Central’s  unaudited  profit  or  loss  statement  for  the 
6  months  ended  December  1953,  shows  that  its  total  non¬ 
mail  revenues  amounted  to  $330,088  while  its  total  expenses 
amounted  to  $1,184,961  consisting  of  $537,134  for  total 
direct  expenses,  $635,411  for  total  indirect  expenses  and 
$12,416  for  non-operating  expenses,  leaving  a  break-even 
need  of  $864,876,  and  mail  pay  of  $804,890  or  a  net  loss  of 
$49,983. 

If  Lake  Central  should  be  authorized  to  render  the  pro¬ 
posed  service  it  would  be  in  position  to  render  east-west 
service  into  three  of  its  presently  certificated  points, 
namely,  Chicago,  the  terminal  for  two  existing  Lake  Cen¬ 
tral  segments,  and  South  Bend  and  Kalamazoo.  In  com¬ 
bination  with  its  existing  segment  between  Kalamazoo  and 
Grand  Rapids,  Lake  Central’s  proposal  would  enable  Jack- 
son  and  Battle  Creek  to  have  two-carrier  service  to  Mil¬ 
waukee,  Madison,  and  points  west  and  north  of  Green  Bay 
by  connections  at  Grand  Rapids  with  Capital  and  North 
Central.  Lake  Central’s  service  would  provide  Kokomo- 
Logansport-Peru  and  Marion,  Ind.,  with  one-carrier  serv¬ 
ice  to  Detroit  and  would  also  provide  Battle  Creek  with 
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one-carrier  service  to  Indianapolis.  Jackson  and  Battle 
Creek  would  each  receive  one-carrier  service  to  Grand 
Rapids,  Richmond,  Ind.,  Cincinnati,  and  Dayton,  Ohio. 

The  traffic  forecasts  of  Bureau  Counsel  and  the  three 
applicants  for  the  involved  route  7  cities  are  set  forth 
in  the  table  below  as  follows: 

1350 

Party 

Bureau  Counsel 
Lake  Central 
Ozark 

North  Central 


Passengers  Passenger  Miles 

41,894  4,130,756 

39,295  4,897,664 

43,116  5,080,752 

66,164  7,640,062 


A  comparison  of  the  break-even  estimates  of  the  appli¬ 
cants  and  Bureau  Counsel  as  taken  from  their  respective 
exhibits  is  set  forth  below  as  follows: 


Carrier 


Carrier ’s  Bureau  Counsel ’s  Bureau  Counsel ’s 
Estimate  First  Estimate  Final  Estimate 


Ozark 

Lake  Central 
North  Central 


$(50,948)* 
$  6,445 
$(38,239)* 


$148,565 

$152,015 

$172,137 


$16S,329c 

$154,853 

$270,051 


*  Indicates  profit. 

c  This  cost  docs  not  include  expense  of  serving  Kalamazoo  separately. 


It  should  be  pointed  out  that  North  Central  proposes  to 
operate  three  round-trip  schedules  daily  over  the  proposed 
route  while  Ozark  and  Lake  Central  would  each  operate 
two  round-trip  daily  schedules.  Lake  Central  contends 
that  based  upon  these  comparisons  it  has  consistently  been 
the  most  conservative  of  the  three  applicants  in  projecting 
traffic,  revenue  and  expenses  for  the  proposed  operations; 
and  that  according  to  the  Bureau  of  Air  Operations’  final 
estimate  Lake  Central  can  operate  the  proposed  service  at 
less  cost  than  either  of  the  other  applicants.  In  addition, 
Lake  Central  believes  that  since  its  route  mileage  is  substan¬ 
tially  smaller  than  the  certificated  route  mileage  of  North 
Central  and  Ozark  the  extension  which  it  seeks  in  this  pro¬ 
ceeding  would  have  a  far  greater  beneficial  effect  upon 
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Lake  Central’s  cost  than  upon  the  cost  of  either 
1351  North  Central  or  Ozark.  Therefore,  Lake  Central 
concludes  that  when  this  factor  is  added  to  the 
greater  operational  and  traffic  integration  which  would 
be  accomplished  by  its  certification,  it  should  be  selected 
as  the  carrier  to  render  the  proposed  service. 

North  Central. — North  Central  presently  operates  to 
Chicago  and  Detroit.  It  proposes  to  operate  three  round 
trip  schedules  daily  between  Chicago  and  Detroit  via  the 
intermediate  cities.  Early  morning,  midday  and  evening 
departures  would  be  operated  from  both  Chicago  and  De¬ 
troit.  These  schedules  are  possible  because  North  Central 
has  bases  at  both  Detroit  and  Chicago  and  originates 
planes  from  these  cities.  North  Central  proposes  to  op¬ 
erate  the  service  with  DC-3  aircraft.  The  segment  mileage 
and  North  Central’s  proposed  schedules  are  as  follows: 

SCHEDULE  TIME 


Segment 

From  To 

Airport 

to 

Airport 

Distance 

Cruising 
@  160  MPH 

Landing  and 
Ramp  Time 

8  Mins. 

Total 

Block 

to 

Block 

Time 

licago 

South  Bend 

74 

0:28 

0:08 

0:36 

0:34 

>uth  Bend 

Kalamazoo 

54 

0:20 

0:08 

0:28 

0:26 

alamazoo 

Battle  Creek 

17 

0:07 

0:08 

0:15 

0:13 

ittle  Creek 

Jackson 

40 

0:15 

0:08 

0:23 

0:21 

..ckson 

Detroit 

47 

0:18 

0:08 

0:26 

0:26 

Total 

232 

1:28 

0:40 

2:08 

2:00 

As  of  June  1, 1954,  North  Central  operated  48  flights  daily 
to  and  from  Chicago  and  eight  flights  daily  to  and  from 
Detroit,  compared  with  eight  schedules  per  day  for  Ozark 
to  and  from  Chicago  and  four  schedules  daily  for  Lake 
Central  to  and  from  Chicago.  In  addition  to  serving  the 
terminals  Chicago  and  Detroit,  North  Central  serves  eight 
other  Michigan  stations,  namely,  Lansing,  Grand 
1352  Rapids,  Menominee,  Eseanaba,  Iron  Mountain,  Iron- 
w’ood,  Marquette,  and  Hancock-Houghton.  Ozark 
serves  Chicago  but  has  no  service  to  Michigan,  and,  as 
stated,  Lake  Central  serves  Chicago,  South  Bend  and  only 
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two  Michigan  cities,  namely,  Grand  Rapids  and  Kalama¬ 
zoo.  North  Central  began  its  operation  to  Chicago  in  Feb¬ 
ruary  1948,  and  to  Michigan  in  December  1949.  It  began 
operations  to  Detroit  in  April  1953.  Ozark  began  its  op¬ 
erations  to  Chicago  in  September  1950,  and  Lake  Central 
began  its  operations  to  Chicago  and  other  areas  in  Novem¬ 
ber  1949. 

In  the  third  quarter  of  1953  North  Central  had  51  em¬ 
ployees  at  Chicago,  Lake  Central  10,  and  Ozark  two. 
During  that  period  North  Central  handled  20,720  origi¬ 
nating  passengers  at  Chicago,  Lake  Central  1,531,  and 
Ozark  4,800.  North  Central’s  aircraft  departures  amounted 
to  1,244,  Lake  Central’s  were  185  and  Ozark’s  were  363. 
North  Central’s  passengers  per  departure  amounted  to 
16.57,  Lake  Central’s  were  8:28,  and  Ozark’s  amounted  to 
13.22.  North  Central’s  largest  individual  traffic-generating 
point  is  Chicago,  where  it  has  a  large  traffic  office,  a  central 
reservation  control,  a  hangar,  and  bases  five  planes.  North 
Central  bases  two  planes  at  Detroit  and  has  a  traffic  de¬ 
partment  located  at  the  airport  and  at  the  downtown  office. 
It  is  the  only  local  service  carrier  serving  Detroit. 

In  order  to  operate  the  proposed  route  North  Central 
estimates  that  it  would  require  two  DC-3  aircraft,  spare 
engine  and  propeller  assemblies,  spare  parts,  and  certain 
ground  equipment.  Its  estimated  total  cost  for  this 
1353  equipment  amounts  to  $170,769,  consisting  of  $142,- 
545  for  two  DC-3  aircraft,  $14,255  for  spare  parts, 
and  $13,969  for  total  ground  equipment. 

North  Central’s  operating  forecast  for  the  year  ending 
September  30,  1953,  shows  that  its  total  non-mail  revenues 
would  amount  to  $2,206,594  or  55.17  cents  per  revenue  mile 
while  its  total  expenses  would  be  $4,646,491  or  116.18  cents 
per  revenue  mile  leaving  a  break-even  need  of  $2,439,897 
or  61.01  cents  per  revenue  mile.  North  Central  estimates 
that  for  the  same  period  the  proposed  route  would  yield 
total  non-mail  revenues  of  $510,546  or  105.70  cents  per 
revenue  mile  while  its  total  expenses  for  operation  of  the 
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proposed  three  round-trips  daily  schedules  would  be 
$472,307  or  97.79  cents  per  revenue  mile  leaving  a  profit 
of  $38,239  or  7.91  cents  per  revenue  mile. 

The  authorization  of  North  Central  to  operate  the  pro¬ 
posed  route  would  connect  the  two  eastern  extremities 
of  its  system  thus  permitting  maximum  utilization  of  ex¬ 
isting  facilities  and  enable  it  to  obtain  optimum  equipment 
rotation  and  utilization.  The  record  shows  that  97  per¬ 
cent  of  the  traffic  at  the  intermediate  points  moves  to, 
from,  or  through  Chicago  and  Detroit.  This  percentage 
includes  all  originating,  continuing  and  terminating  traffic. 

North  Central’s  evidence  shows  that  Michigan  cities, 
such  as  Grand  Rapids,  Lansing  and  Muskegan,  hav- 
1354  ing  direct  service  across  Lake  Michigan  in  1953 
generated  8,932  passengers  or  16  percent  of  their 
business  to  and  from  across-the-lake  destinations,  whereas 
the  intermediate  cities  which  did  not  have  direct  access 
across  the  lake  generated  only  3,194  passengers  or  three 
percent  of  their  traffic  to  or  from  cities  across  the  lake. 
In  October  1953,  after  North  Central  has  commenced  pro¬ 
viding  service  to  Grand  Rapids  and  Lansing  across  the 
lake,  70  percent  of  its  traffic  from  Grand  Rapids  and  80 
percent  from  Lansing  traveled  to  points  west  of  the  lake. 
North  Central  believes  that  if  it  is  certified  to  serve  the 
intermediate  cities  its  experience  at  Grand  Rapids  and 
Lansing  very  likely  will  be  duplicated.  North  Central 
estimates  that  if  it  is  selected  to  serve  the  proposed  route, 
the  intermediate  cities  will  generate  2,892  passengers  an¬ 
nually,  flying  361,500  passenger  miles  to  North  Central  cities 
west  of  Lake  Michigan. 

A  comparison  of  selected  operating  statistics  for  1953 
for  North  Central,  Lake  Central  and  Ozark  shows  that 
North  Central  generated  219,596  passengers,  Ozark  gen¬ 
erated  125,220,  and  Lake  Central  generated  67,903.  North 
Central  operated  at  a  42.21  percent  load  factor,  Ozark 
operated  at  a  33.8  percent  load  factor  and  Lake  Central 
at  a  24.77  percent  load  factor.  North  Central  argues  that, 


based  upon  its  past  experience  and  outstanding  traffic-gen¬ 
erating  history,  it  has  shown  that  it  is  better  qualified  to 
develop  the  full  traffic  potential  of  the  intermediate  cities 
than  either  Ozark  or  Lake  Central;  and  that  for  these 
reasons  it  should  be  selected  to  render  the  proposed 
service. 

1355  North  Central  contends  that  Lake  Central  is  not 
financially  fit  to  undertake  operation  of  the  pro¬ 
posed  route  because,  (1)  it  cannot  borrow  $50,000  from 
Merchants  National  Bank  on  an  additional  DC-3  as  esti¬ 
mated,  (2)  it  cannot  increase  its  present  loan  on  seven  air¬ 
craft  to  $280,000  as  estimated,  (3)  its  cost  of  a  DC-3  air¬ 
craft  at  $65,000  is  underestimated,  (4)  its  estimate  that 
operation  of  the  proposed  route  would  require  only  one 
DC-3  aircraft  is  unrealistic,  and  (5)  that  its  estimate  that 
no  additional  working  capital  is  needed  for  the  proposed 
route  is  incorrect.  North  Central  contends  that  even  if 
Lake  Central  is  financially  fit  to  undertake  the  operation 
there  are  uncertainties  and  possible  delays  connected  with 
its  financing  and  operating  the  proposed  route  that  should 
have  a  strong  bearing  upon  its  selection  as  the  carrier 
to  render  the  service  in  lieu  of  American’s  existing  serv¬ 
ice. 

North  Central  contends  that  Ozark  is  not  financially  fit 
to  operate  the  proposed  route,  primarily  because  Ozark’s 
credit  has  been  extended  to  the  limit  and  that  there  is 
grave  doubt  that  it  could  finance  the  service  and  its  at¬ 
tempt  to  do  so  might  prejudice  its  ability  to  provide 
service  over  the  route  for  which  it  has  alreadv  received 
authorization. 

North  Central  submitted  evidence  that  it  could  easily 
raise  $13,96;? 'from  its  current  operations  and  that  out 
of  the  total  $170,759  which  represents  its  additional  capital 
requirements  all  is  on  hand  except  $13,969.  North  Central 
points  out  that  additional  sources  of  capital  which  would 
be  available  to  it  include  an  estimated  $200,000  from 

1356  the  settlement  of  North  Central’s  mail  rate  case; 
a  line  of  credit  existing  but  unused  at  the  North- 
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western  Bank  of  Minneapolis  is  the  amount  of  $100,000; 
and  a  minimum  of  $300,000  to  be  derived  from  an  im¬ 
pending  convertible  debenture  bond  underwriting  which 
was  in  the  process  of  consummation  at  the  time  of  hear¬ 
ing.  Under  the  circumstances,  North  Central  contends  that 
of  all  the  applicants,  it  is  the  most  financially  fit  to  under¬ 
take  operation  of  the  proposed  service.  North  Central 
therefore  concludes  that  its  selection  to  operate  the  pro¬ 
posed  route  would  enable  it  to  substantially  improve  its 
economic  position,  make  significant  progress  toward  self- 
sufficiency,  and  immediately  reduce  its  overall  subsidy 
needs. 

Ozark. — If  Ozark  should  be  selected  as  the  carrier  to 
operate  the  proposed  service  it  plans  to  use  DC-3  air¬ 
craft  and  operate  two  round-trip  schedules  daily  between 
Chicago  and  Detroit  via  Gary,  South  Bend,  Battle  Creek- 
Kalamazoo,  and  Jackson  as  follows:  Leave  Chicago  at 
7:30  a.m.,  arrive  in  Detroit  at  10:27  a.m.,  leave  Detroit 
at  11:00  a.m.,  and  arrive  in  Chicago  at  12  :08  p.m.,  leave 
Chicago  at  5 :00  p.m.,  arrive  in  Detroit  at  7 :57  p.m.,  leave 
Detroit  at  8:30  p.m.,  and  arrive  in  Chicago  at  9:38  p.m. 
The  elapsed  time  between  Chicago  and  Detroit  on  Amer¬ 
ican’s  Convair  schedules  is  2  hours  20  minutes  on  eastbound 
and  westbound  flights  compared  with  2  hours  8  minutes 
westbound  and  1  hour  57  minutes  eastbound  for  Ozark’s 
DC-3  aircraft.  The  elapsed  time  is  less  with  DC-3s  be¬ 
cause  Convairs  require  more  ground  time  at  the.  inter¬ 
mediate  points.  In  addition,  the  distance  between  sta¬ 
tions  prevents  Convairs  from  attaining  a  satisfae- 
1357  tory  cruising  speed,  thereby  slowing  down  the  sched¬ 
ule.  The  average  hop  is  about  60  miles  which  com¬ 
pares  favorably  with  the  average  hop  of  approximately 
72  miles  on  Ozark’s  system. 

Ozark  estimates  that  it  will  require  no  additional  aircraft 
and  the  investment  for  new  stations  at  the  intermediate 
cities  will  amount  to  only  $10,000.  Ozark  has  a  fleet  of 
13  airplanes  of  which  only  10  are  required  to  operate  route 
107  and  the  proposed  intermediate  cities. 


American  transported  2,014  passengers  in  September 
1952  between  the  intermediate  cities  on  route  7  and 
other  cities.  This  traffic  projected  to  an  annual  basis 
amounts  to  24,168  passengers  annually  to  and  from  the 
intermediate  cities  produced  by  one  round-trip  schedule. 
Ozark  estimates  that  it  would  generate  43,116  passengers 
based  on  two  round  trips  daily,  which  is  an  80  percent  in¬ 
crease  over  the  estimated  annual  passengers  carried  by 
American  on  this  segment  with  one  round  trip  daily. 
Ozark’s  estimates  do  not  include  any  terminal-to-terminal 
traffic  although  a  small  amount  very  likely  would  be  carried. 
Ozark  believes  these  estimates  are  conservative  as  the 
existing  service  has  produced  little  traffic  between  inter¬ 
mediate  cities  and  between  intermediate  cities  and  the  ter¬ 
minals,  because  passengers  have  been  unable  to  return 
the  same  day.  Ozark  therefore  believes  that  the  traffic 
produced  from  this  segment  is  only  about  one-third  of  the 
volume  that  can  be  realized  if  satisfactory  schedules 
providing  two  round  trips  daily  are  instituted. 

1358  According  to  Ozark’s  estimates  its  total  non-mail 
revenues  will  be  $304,140;  its  total  operating  ex¬ 
penses  will  amount  to  $253,192  consisting  of  direct  operat¬ 
ing  expenses  of  $165,134  and  ground  and  indirect  operat¬ 
ing  expenses  of  $88,058  showing  a  net  operating  income  of 
$50,948  or  15.48  cents  per  mile  which  Ozark  estimates  will 
reduce  its  break-even  mail  pay  need  from  68.14  cents  per 
revenue  mile  on  its  present  system  to  59.05  cents  per  reve¬ 
nue  mile  for  the  expanded  operation. 

Ozark  contends  that  based  upon  a  study  of  the  traffic  de¬ 
veloped  at  the  intermediate  points  there  is  not  a  substantial 
community  of  interest  between  them  and  the  cities  served 
by  any  of  the  local  service  applicants  in  the  instant  pro¬ 
ceeding,  and  therefore  there  will  be  very  little  integration. 
Ozark  points  out  that  this  is  based  on  the  fact  that  no 
travel  between  the  intermediate  cities  and  intermediate 
cities  served  by  Ozark  and  Lake  Central  is  revealed  by  the 
September  1952  origin  and  destination  statistics  submitted 
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by  American  and  only  12  passengers  out  of  a  total  of 
2,014  passengers  traveled  between  the  intermediate  cities 
and  intermediate  cities  served  by  North  Central.  Based 
upon  an  increase  in  manufacturing  in  Peoria,  Decator  and 
Springfield  and  the  area  embraced  by  Davenpart,  Moline, 
and  Rock  Island  Ozark  believes  that  there  is  a  community 
of  interest  between  the  intermediate  cities  and  points  on 
Ozark’s  system. 

Ozark  points  out  that  its  terminal  condition  at  Chicago 
makes  the  proposed  service  particularly  attractive.  At 
the  present  time  Ozark  is  operating  four  round  trip  daily 
schedules  to  Chicago.  Because  of  the  congested 
1359  condition  of  the  terminal,  it  is  necessary  to  incur  con¬ 
siderable  expense  in  taxiing  aircraft  from  the  load¬ 
ing  ramp  to  the  other  end  of  the  airfield  provided  the  air¬ 
craft  is  not  scheduled  to  depart  within  30  minutes  of 
arrival.  This  condition  compels  Ozark  to  schedule  de¬ 
partures  from  Chicago  sooner  in  some  instances  than  is 
desirable  or  incur  substantial  expense  in  removing  the 
aircraft  from  the  ramp  and  then  returning  them  to  the 
ramp  prior  to  departure.  According  to  Ozark,  if  it  is 
certificated  to  operate  the  proposed  service,  the  aircraft 
arriving  in  Chicago  from  segments  of  its  existing  system 
could  be  scheduled  to  operate  the  proposed  route,  thereby 
eliminating  the  ramp  expense  in  moving  the  aircraft  and 
also  increasing  the  utilization  of  aircraft.  Ozark  has  re¬ 
cently  obtained  its  terminal  facilities  in  Chicago  which  it 
believes  are  adequate  for  providing  service  to  the  pro¬ 
posed  intermediate  cities. 

Ozark  contends  that  Lake  Central  would  have  a  peculiar 
problem  which  would  result  in  considerable  inconvenience 
to  the  passengers  generated  at  the  intermediate  cities 
because  Lake  Central  uses  the  old  terminal  building  at 
Midway  for  its  operations  and  does  not  have  adequate 
space  in  the  new  terminal  building  to  handle  traffic  to  the 
proposed  points  and  very  likely  would  be  required  to 
transport  its  passengers  to  and  from  the  old  and  new 
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terminal  buildings,  a  distance  of  approximately  one  mile, 
in  order  for  them  to  make  connections  with  other  air¬ 
lines.  Ozark  believes  that  with  a  total  of  48  schedules 
in  and  out  of  Chicago  daily  by  North  Central  as  of  June 
1,  1954,  the  problem  of  handling  the  additional  traf- 

1360  fic  from  the  intermediate  points  would  require  addi¬ 
tional  personnel  for  this  carrier.  Ozark  states  that 

the  existing  eight  schedules  which  it  presently  provides 
to  Chicago  do  not  require  the  full  time  and  effort  of  its 
present  employees  and  it  would  therefore  not  be  nec¬ 
essary  to  employ  any  additional  employees  at  that  termi¬ 
nal. 

In  contrasting  its  proposed  service  with  that  of  North 
Central,  Ozark  points  out  that  North  Central  forecasts 
a  profit  of  $38,239  from  operation  of  the  proposed  route 
resulting  in  a  net  profit  of  7.91  cents  per  revenue  mile, 
compared  to  Ozark’s  estimated  profit  of  $50,958  or  15.48 
cents  per  revenue  mile.  Ozark  believes  that  the  total  rev¬ 
enues  of  $510,546  forecasted  by  North  Central  appear  to 
be  far  in  excess  of  any  reasonable  expectation  from  the 
operation  of  the  involved  cities.  Ozark  estimates  non-rail 
revenues  at  $304,140.  Ozark  concludes  that  the  revenues 
forecasted  by  North  Central  would  require  an  increase  of 
more  than  300  percent  over  the  traffic  experienced  by 
American,  and  in  the  light  of  American’s  experience  North 
Central’s  estimated  revenues  appear  to  be  at  least  $200,000 
annually  above  what  might  be  reasonably  expected. 

Ozark  contends  that  neither  North  Central  nor  Lake 
Central  should  be  selected  to  render  the  proposed  serv¬ 
ice  primarily  because  North  Central  did  not  offer  any 
plan  of  commitment  for  raising  the  additional  capital  re¬ 
quirements  for  such  service,  while  Lake  Central  estimated 
capital  requirements  at  $84,000  but  no  commitments  were 
offered  to  show  that  the  funds  would  be  forthcoming.  In 
contrast,  Ozark  points  out  that  it  requires  only  $10,000  in 
additional  capital  to  provide  service  over  the  pro- 

1361  posed  route ;  that  it  furnished  a  bank  commitment  for 
$400,000,  showed  an  established  market  for  additional 


4. 


327 


Ozark  stock  if  it  is  determined  that  additional  stock  should 
be  sold  to  the  public,  and  showed  other  sources  of  available 
r  capital  if  it  should  be  required.  Ozark  therefore  con¬ 

cludes  that  service  to  the  intermediate  cities  should  be 
suspended  by  American  during  such  period  as  they  are 
served  by  a  local  service  air  carrier;  that  service  to  the 
•-  intermediate  cities  should  be  awarded  to  a  local  service  air 

carrier;  and  that  Ozark  should  be  selected  to  provide  the 
service. 

Bureau  Counsel. — It  is  the  position  of  Bureau  Counsel, 
»-  (1)  that  the  public  convenience  and  necessity  require  con¬ 

tinued  service  by  American  Airlines,  Inc.,  on  route  7  to 
the  intermediate  points  which  it  is  authorized  to  serve  be- 
1  tween  Chicago  and  Detroit,  (2)  that  the  applications  of 

North  Central,  Lake  Central,  and  Ozark  should  be  denied 
without  prejudice  to  the  right  of  each  carrier  to  reactivate 
its  application  at  some  future  date,  and  (3)  that  the  appli- 
v  cations  in  all  other  respects  should  be  denied. 

American  estimated,  on  an  added  cost  basis,  for  the 
year  1953  that  if  it  had  been  suspended  at  the  intermediate 
points  it  would  have  lost  $37,761,  while  on  an  added-  pro¬ 
rated  cost  basis  for  the  same  period  at  the  same  cities 
it  estimated  that  if  it  had  been  suspended  it  would  have 
gained  $149,660.  American’s  principal  witness  stated  that 

*  the  added-prorated  cost  basis  was  perhaps  somewhat  closer 
to  a  profit  and  loss  statement  than  its  added-cost  basis  and 
that  these  estimates  could  be  used  as  a  yardstick  by  the 

Board  to  arrive  at  a  logical  estimate. 

*  1362  Bureau  Counsel  estimated  that  if  American  should 

^  have  been  suspended  at  the  intermediate  points 

during  the  12  months  ended  September  30,  1953,  it  would 
have  lost  $296,473  in  revenues  and  saved  $372,411  in  ex¬ 
penses,  leaving  a  total  of  $75,938  saved  by  reason  of  having 
been  suspended  from  operation  to  these  involved  cities. 
This  estimate  of  Bureau  Counsel  appears  to  be  reasonable. 
►  The  difference  between  the  estimates,  according  to  Bu¬ 

reau  Counsel,  lies  in  the  fact  that  Bureau  Counsel  believes 
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American  would  retain  a  greater  amount  of  passenger 
revenues  with  connecting  service  at  both  Detroit  and  Chi¬ 
cago  than  American’s  estimates  show. 

A  comparison  of  Lake  Central’s  traffic  and  cost  esti¬ 
mates  and  those  of  Bureau  Counsel  is  set  forth  in  the  table 


below  as  follows: 

Based  on  Carrier ’s 
Traffic  Forecast 

Carrier 

Estimate 

Bureau 

Counsel 

Estimate 

Based  on  Bureau 
Counsel ’s  Traffic 
Forecast 

Total  Non  Mail  Revenue 
Aircraft  Operating  Expense 
Ground  and  Indirect  Expense 

$296,959 

177,107 

135,900 

$296,959 

215,701 

233,273 

$284,106 

220,195 

227,769 

Total  Expense 

Break  Even  Need 

$313,007 

$  16,048 

$448,974 

$152,015 

$447,964 

$163,858 

According  to  Bureau  Counsel  the  greatest  area  of  dif¬ 
ference  in  the  two  estimates  is  found  primarily  in  the  cate¬ 
gory  of  ground  and  indirect  expense.  Lake  Central  esti¬ 
mates  that  it  would  incur  $135,900  of  general  and  indirect 
expenses,  whereas  Bureau  Counsel  believes  it  would  incur 
expenses  in  the  amount  of  $233,273  in  this  category. 
1363  A  comparison  of  North  Central’s  traffic  and  ex¬ 
pense  estimates  and  those  of  Bureau  Counsel  is  set 
forth  in  the  table  below  as  follows: 


Based  on  Carrier ’s 
Traffic  Forecast 

Based  on  Bureau 
Counsel's  Traffic 
Forecast 

Bureau 

Carrier ’s  Counsel ’s 
Estimate  3  Estimate 

2  Rt. 

3  Rt. 

Rt.  Daily  3  Rt.  Daily 

Daily 

Daily 

Total  Non  Mail  Revenue 

$510,546 

$510,546 

$284,106 

$426,159 

Aircraft  Operating  Expense 

277,869 

311,397 

214,013 

321,018 

Ground  and  indirect  expense 

194, 43S 

371,286 

263,128 

375,192 

Total  Expense 

$472,307 

$6S2,6S3 

$477,141 

$696,210 

Break  Even  Need  (Profit) 

($  38,239) 

$172,137 

$193,035 

$270,051 

Bureau  Counsel  estimates  that  $270,051  in  breakeven 
need  would  be  required  by  North  Central  on  its  proposed 
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three  round-trip  operation  over  the  proposed  route  on  the 
assumption  of  $426,159  in  commercial  revenues  and  total 
expenses  of  $696,210.  Further,  on  the  basis  of  two  round 
trips  daily,  Bureau  Counsel  estimates  that  North  Central 
would  require  a  breakeven  need  of  $193,035.  On  the  other 
hand,  based  on  the  acceptance  of  North  Central’s  revenue 
estimates,  Bureau  Counsel  estimates  that  an  annual  break¬ 
even  need  of  $172,137  for  the  three  round  trips. 

The  average  passenger  load  per  plane  mile  generated 
on  North  Central’s  present  system  amounts  to  8.8  passen¬ 
gers  while  Bureau  Counsel  estimates  that  the  intermediate 
points  would  produce  traffic  in  the  amount  of  14.4  pas¬ 
sengers  per  plane  mile. 

A  comparison  of  Ozark’s  estimated  revenues  and  ex¬ 
penses  and  those  made  by  Bureau  Counsel  is  set  forth  in  the 
table  below  as  follows : 


1364 

Carrier 

Estimate 

Bureau 

Counsel 

Estimate 

Based  on  Bureau 
Counsel ’s  Traffic 
Forecast 

Total  Non  Mail  Kevenuc 

$304,140 

$304,140 

$253,123 

Aircraft  Operating  Expense 

165,134 

218,494 

218,494 

Ground  and  Indirect  Expense 

88,058 

234,211 

202,955 

Total  Expense 

$253,192 

$452,705 

$421,449 

Break  Even  Need  (gain) 

($  50,948) 

$148,565 

$168,326 

Bureau  Counsel  points  out  that  Ozark  does  not  now 
serve  points  to  the  northeast  of  Chicago  where  the  pro¬ 
posed  segment  lies;  and  that  cities  to  which  it  provides 
service  lie  principally  south  of  Chicago.  Bureau  Counsel 
therefore  concludes  that  if  Ozark  should  be  certificated  to 
serve  the  intermediate  points  between  Chicago  and  De¬ 
troit  it  would  be  extended  into  an  area  served  generally 
bv  both  Lake  Central  and  North  Central,  an  area  into 
which  either  Lake  Central  or  North  Central  should  more 
logically  be  extended.  Moreover,  Bureau  Counsel  points 
out  that  the  extension  of  Ozark’s  route  from  Chicago  to 
Detroit  via  the  intermediate  points  would  form  a  stub- 
end  that  would  not  appear  to  integrate  well  into  Ozark’s 
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present  system ;  and  that  the  community  of  interest  data  in 
the  record  indicates  no  significant  community  of  interest  be¬ 
tween  cities  to  be  served  by  Ozark  and  the  intermediate 
cities  with  the  exception  of  Chicago  which  is  the  northern 
terminus  of  Ozark’s  route  system. 

Although  Bureau  Counsel  believes  that  should  Ameri¬ 
can  be  replaced  by  a  local  service  airline  on  the  segment 
of  route  7  between  Chicago  and  Detroit  there  would  be 
an  added  drain  on  the  Federal  Treasury  ranging 
1365  from  $148,565  to  $270,051,  he  conceded  that  the  rec¬ 
ord  does  show  that  the  traffic-generating  potential 
of  the  proposed  route  for  local  service  carriers  is  quite 
substantial.  He  pointed  out  that  there  is  a  need  for  local 
air  service  between  the  intermediate  cities  on  the  route 
and  the  terminal  points  Chicago  and  Detroit;  and  that 
passenger  traffic  that  could  be  expected  on  the  segment 
will  result  in  substantially  higher  average  passenger 
loads  than  is  generated  on  the  system  of  any  of  the  ap¬ 
plicants.  Bureau  Counsel  believes  that  the  extension  of 
either  North  Central,  Lake  Central,  or  Ozark  to  the  inter¬ 
mediate  cities  would  be  of  benefit  to  the  carrier  certificated, 
in  that  the  unit-cost  of  any  of  the  three  carriers  would 
be  lowered  by  such  extension. 

Bureau  Counsel  points  out  that,  according  to  his  studies, 
Lake  Central’s  ratio  of  breakeven  need  to  commercial 
revenue  would  be  decreased  by  27  percent  if  certificated, 
and  that  the  ratio  for  Ozark  and  North  Central  would 
be  decreased  by  11  percent  and  six  percent,  respectively, 
were  either  to  operate  the  route.  Bureau  Counsel  esti¬ 
mates  that  Lake  Central  could  provide  service  as  pro¬ 
posed  for  a  ratio  of  breakeven  need  to  commercial  revenue 
of  0.58  North  Central  0.63,  and  Ozark  0.66,  which  in 
each  instance  is  considerably  lower  than  their  system-wide 
experience  ratio. 

Bureau  Counsel  believes  that,  notwithstanding  the  fact 
that  the  segment  of  route  7  between  Chicago  and  Detroit 
is  a  good  local-service  route,  there  presently  exists  com- 
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pelling  reasons  why  American’s  service  over  this  segment 
should  not  be  transferred  to  any  of  the  local-service  appli¬ 
cants.  The  primary  reason,  according  to  Bureau  Counsel, 
is  that  Form  41  reports  filed  by  the  local  service 

1366  carriers  as  of  March  31,  1954,  show  that  North 
Central  had  a  negative  working  capital  of  $780,869, 

and  that  its  working  capital  ratio  worsened  from  — 1.5  on 
March  31,  1953,  to  — 1.9  on  March  31,  1954;  that  Lake 
Central’s  working  capital  position  worsened  from  a 
$ — 214,808  on  March  31,  1953,  to  $ — 423,136  on  March  31, 
1954,  and  that  its  working  capital  ratio  during  that  period 
decreased  from  — 1.88  to  — 2.37.  Moreover,  the  record 
shows  that  Lake  Central  has  a  negative  net  worth  per 
share  of  stock.  According  to  Bureau  Counsel,  on  March 
31,  1953,  Ozark  showed  a  negative  working  capital  of 
$271,450,  while  on  March  31,  1954,  its  negative  working 
capital  was  $390,912,  and  its  working  capital  ratio  for 
that  time  worsened  from  a  — 1.4  to  a  — 1.6.  Bureau  Coun¬ 
sel.  therefore,  requests  that  the  applications  of  North  Cen¬ 
tral,  Lake  Central  and  Ozark  be  denied  without  prejudice 
to  the  right  of  each  carrier  to  reactivate  its  application  at 
some  future  date;  that  American’s  service  at  Battle  Creek 
and  South  Bend  be  increased  to  at  least  one  additional 
round  trip  daily;  and  that  the  service  of  American  be  re¬ 
tained.  Bureau  Counsel  believes  that  American  could 
accomplish  this  by  including  the  intermediate  cities  on 
one  of  its  daily  schedules  between  Chicago  and  Detroit. 

Conclusions 

The  parties  to  the  instant  proceeding  stipulated  and 
agreed  that  the  need  for  air  service  between  Chicago  and 
Detroit  via  the  intermediate  points  South  Bend,  Kalama¬ 
zoo,  Battle  Creek,  Jackson  and  Ann  Arbor  have  been  es¬ 
tablished,  and  that  the  principal  issue  is  whether  the 

1367  public  convenience  and  necessity  require  the  sus¬ 
pension  of  American’s  existing  local  service  on  this 

segment  of  its  route  No.  7  via  these  intermediate  points 


332 


and  the  substitution  in  lieu  thereof  a  local  service  to  be 
provided  by  either  Lake  Central,  North  Central  or  Ozark. 

American  presently  provides  only  one  round  trip  sched¬ 
ule  daily  between  Chicago  and  Detroit  via  South  Bend, 
Battle  Creek-Kalamazoo  and  Jackson.  According  to  the 
September  1954  Official  Airline  Guide  American’s  local 
flight  via  those  intermediate  points  leaves  Chicago  at  1 :55 
p.m.,  and  arrives  in  Detroit  at  4:16  p.m.,  and  leaves  De¬ 
troit  at  9:25  a.m.,  and  arrives  in  Chicago  at  11:55  a.m. 
These  schedules  make  it  absolutely  impossible  for  a  pas¬ 
senger  traveling  from  one  of  the  intermediate  points  to 
Chicago  to  transact  business  and  return  via  American 
the  same  day.  On  the  other  hand,  a  passenger  traveling 
from  one  of  the  intermediate  cities  to  Detroit  for  business 
purposes  would  be  required  to  spend  two  nights  and  a 
day  in  that  city  in  order  to  transact  any  business  and 
return  via  American. 

The  record  shows  that  12,186  passengers  were  enplaned 
and  8,519  deplaned,  or  a  total  of  20,705,  at  South  Bend, 
Battle  Creek-Kalamazoo,  and  Jackson  for  the  year  end¬ 
ing  December  31,  1953,  by  American  on  its  one  round 
trip  schedule  between  Chicago  and  Detroit.  The  daily 
passengers  enplaned  averaged  33.3  consisting  of  11.3  at 
South  Bend,  19.1  at  Battle  Creek-Kalamazoo  and  2.9  at 
Jackson.  The  daily  passengers  deplaned  averaged  23.3 
consisting  of  7.8  at  South  Bend,  12.5  at  Battle  Creek- 
Kalamazoo  and  3.0  at  Jackson. 

1368  In  September  1953  eastbound  flights  generated 
103,174  revenue  passenger  miles,  while  westbound 
flights  accounted  for  102,039  revenue  passenger  miles.  The 
average  passengers  per  plane  mile  eastbound  between 
Chicago  and  South  Bend  was  12.7 ;  between  South  Bend 
and  Battle  Creek-Kalamazoo  14.5;  between  Battle  Creek- 
Kalamazoo  and  Jackson  18.3;  and  between  Jackson  and 
Detroit  18.1.  The  average  passengers  per  plane  mile  west¬ 
bound  between  Detroit  and  Jackson  was  13.4;  between 
Jackson  and  Battle  Creek-Kalamazoo  14.0;  between  Battle 
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Creek-Kalamazoo  and  South  Bend  15.7 ;  and  between  South 
Bend  and  Chicago  15.8.  Although  American  operated  this 
schedule  wdth  Convairs  at  an  average  load  factor  of  about 
46  percent,  this  volume  of  traffic  would  afford  load  factors 
of  approximately  78  percent  on  DC-3s,  which  is  the  type  of 
aircraft  that  would  be  operated  by  either  of  the  local  serv¬ 
ice  carriers.  American  is  presently  operating  over  this 
segment  with  Convair  aircraft  at  an  annual  net  loss,  and 
the  record  does  not  support  the  conclusion  that  it  could 
provide  two  round  trip  Convair  schedules  daily  on  this 
segment,  which  has  load  factors  as  low  as  46  percent,  with¬ 
out  a  further  net  loss  annually.  It  was  agreed  by  all  the 
carriers,  including  American,  that  where  load  factors  are 
as  high  as  78  percent  on  one  schedule  daily  provided  by 
DC-3  aircraft,  the  volume  of  traffic  would  support  at  least 
two  round-trip  schedules  daily.  North  Central  believes 
that  with  its  well-planned  schedules  and  its  traffic-generat¬ 
ing  ability  the  intermediate  points  would  support  three 
round-trip  schedules  daily.  Although  the  traffic  is  suffi¬ 
cient  to  support  two  DC-3  schedules  daily,  and  probably 
three,  it  clearly  is  insufficient  to  support  service  by  both 
American  and  a  local  service  carrier.  American’s 
1369  service  to  the  intermediate  cities  is  primarily  local 
service  over  the  segment  and  feeder  service  through 
the  Chicago  and  Detroit  gateways.  Therefore  because  of 
the  local  service  characteristics  of  this  segment  and  Ameri¬ 
can’s  service  over  it,  service  by  both  American  and  a 
local  service  carrier  would  be  illogical,  inconsistent  with 
a  sound  route  pattern,  and  uneconomic.  According  to  Amer¬ 
ican’s  traffic  record  in  March  1953,  82  percent  of  its  pas¬ 
sengers  to  and  from  South  Bend,  Battle  Creek-Kalamazoo, 
and  Jackson  moved  between  these  cities  or  to  and  from 
Chicago  and  Detroit,  and  either  terminated  at  these  termi¬ 
nals  or  made  connections  for  points  beyond.  Therefore, 
only  IS  percent  of  the  total  traffic  would  not  have  been 
provided  substantially  the  same  service  by  a  local  service 
carrier. 


Westbound  traffic  destined  beyond  Chicago  is  required 
to  change  planes  at  Chicago  and  only  the  eastbound 
traffic  to  New  York  has  single-plane  one-carrier  service. 
Under  the  circumstances,  no  westbound  passengers  beyond 
Chicago  would  be  inconvenienced  and  only  the  eastbound 
passengers  destined  to  New  York  would  be  required  to 
change  planes  at  Detroit  if  this  segment  is  served  by  a  local 
service  carrier.  A  comparison  of  schedules  between  South 
Bend  and  New  York  based  on  North  Central’s  proposed 
schedules  and  existing  schedules  of  American,  TWA,  and 
United  as  of  March  1954,  shows  that  the  proposed  North 
Central-American  service  on  its  eastbound  flights  between 
South  Bend  and  New  York  require  an  elapsed  time  of 
1370  4  hours  19  minutes  compared  with  the  best  schedule 
of  TWA  which  requires  an  elapsed  time  of  4  hours  32 
minutes  and  of  United  of  4  hours  30  minutes.  Westbound 
the  proposed  North  Central-American  services  require  an 
elapsed  time  of  4  hours  30  minutes  on  their  best  schedules 
while  TWA’s  single-plane  best  service  requires  5  hours  28 
minutes  and  United’s  best  service  requires  5  hours  15  min¬ 
utes.  All  North  Central-American  schedules  between 
South  Bend  and  New  York  average  an  elapsed  time  of  4 
hours  59  minutes,  whereas  all  of  TWA’s  schedules  average 
an  elapsed  time  of  5  hours  28  minutes  and  all  of  United’s 
schedules  average  an  elapsed  time  of  5  hours  21  minutes. 
Therefore,  the  proposed  connecting  services  of  American 
and  North  Central  would  provide  a  faster  service  between 
South  Bend  and  New  York  than  does  the  existing  one-car¬ 
rier  single-plane  local  service  of  either  TWA  or  United.  It, 
therefore,  appears  that  American  not  only  would  retain 
most  of  its  existing  passengers  between  South  Bend  and 
New  York  but  might  attract  some  of  United’s  and  TWA’s 
traffic.  In  addition,  the  suspension  of  American’s  service 
at  these  intermediate  cities  would  enable  it  to  concentrate 
more  on  its  long-haul  traffic  and  therefore  improve  such 
service.  The  record  clearlv  shows  that  a  local  service  car- 
rier  operating  DC-3  equipment  would  be  in  a  vastly  better 
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position,  than  American  with  its  Convairs,  to  develop  the 
full  traffic  potential  of  the  route.  Even  if  the  total  costs 
to  the  Government  in  the  form  of  mail  pay  may  be  some¬ 
what  greater  for  a  local  service  carrier  than  for  American 
the  benefits  which  would  be  derived  by  the  carrier  selected 
to  render  the  service  and  the  benefits  flowing  to  the  public 
would  outweigh  such  costs. 

1371  The  distance  between  the  intermediate  cities  aver¬ 
ages  approximately  48  miles  which  is  less  than  the 

average  distance  between  points  on  the  systems  of  North 
Central,  Lake  Central,  and  Ozark.  The  record  shows  that 
for  hops  50  miles  or  less  DC-3  direct  operating  costs 
amount  to  about  $27  per  departure  whereas  the  direct 
operating  cost  of  Convair  aircraft  amounts  to  approxi¬ 
mately  $50  per  departure.  It  is,  therefore,  clear  that  the 
use  of  this  larger  equipment  at  these  small  cities  for  such 
short  hops  is  not  economically  feasible.  The  record  shows 
that  the  elapsed  time  on  this  route  would  be  less  with 
DC-3  aircraft  because  Convairs  require  more  ground  time 
at  intermediate  points.  Moreover,  the  relative  short  dis¬ 
tance  between  stations  prevents  Convairs  from  attaining 
a  satisfactory  cruising  speed,  thereby  slowing  down  the 
schedule.  According  to  the  record,  North  Central  requires 
8.84  passengers  to  break  even  for  direct  operating  costs 
whereas  the  direct  operating  costs  of  American’s  Convairs 
require  17.95  passengers  to  break  even. 

American  estimated  that  the  effect  upon  its  operations 
resulting  from  suspension  of  its  existing  service  to  all  inter¬ 
mediate  points  between  Chicago  and  Detroit  would  range 
from  $37,761  loss  to  a  $149,660  gain.  As  stated,  Bureau 
Counsel’s  estimate  that  such  suspension  would  result  in 
a  net  saving  of  $75,938  annually  to  American  appears  to 
be  reasonable.  In  addition  to  this  saving  the  record  shows 
that  the  local  service  carrier  selected  to  operate  the  route 
would  experience  substantial  economic  benefits  by 

1372  reason  of  the  heavy  volume  of  traffic  which  would  be 
available  for  transportation. 
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To  summarize,  American  is  not  operating  this  segment 
of  its  route  7  at  a  profit.  Its  service  to  these  intermediate 
cities  is  not  satisfactory,  but  it  does  not  appear  that  it 
can  add  another  Convair  schedule  without  incurring  fur¬ 
ther  operating  losses.  American  is  willing  to  have  its 
service  to  these  intermediate  cities  suspended  provided  it 
is  suspended  at  all  of  them.  If  it  should  be  suspended 
at  one  or  more,  but  not  at  all  of  them,  it  would  be  required 
to  continue  its  present  schedule  with  practically  the  same 
overall  operating  cost  and  with  considerable  reduction  in 
non-mail  revenues.  For  this  reason  American  should  be 
suspended  at  all  of  the  intermediate  points  or  its  services 
to  them  should  be  continued.  American  believes  that  a 
local  service  carrier  can  operate  two  schedules  daily  to  the 
intermediate  cities  at  relatively  high  load  factors.  A  local- 
service  carrier  could  provide  faster  and  more  convenient 
schedules  with  DC-3  equipment  than  American  can  with 
its  Convairs.  The  traffic  on  this  segment  is  heavier  than 
the  average  traffic  on  the  systems  of  North  Central,  Ozark, 
or  Lake  Central.  From  an  over-all  standpoint  for  a  local 
carrier  the  proposed  route  would  be  a  better-than-average 
segment  and  probably  a  profitable  one. 

Based  upon  the  foregoing  considerations  and  all  the 
facts  of  record,  it  is  found  that  American’s  certifi- 
1373  cate  authorizing  service  between  Chicago  and  De¬ 
troit  via  South  Bend,  Kalamazoo,  Battle  Creek, 
Jackson,  and  Ann  Arbor  should  be  suspended  upon  com¬ 
mencement  of  a  local  service  by  a  carrier  selected  and 
certificated  by  the  Board. 

As  has  been  previously  pointed  out  the  Kalamazoo  Air¬ 
port  is  presently  served  by  a  north-south  carrier  operating 
DC-3  equipment  and  it  could  be  used  by  the  local  service 
carrier  selected  to  operate  the  proposed  route  between 
Chicago  and  Detroit. 

The  record  clearly  shows  that  Kalamazoo  is  in  need  of 
and  requires  air  service  immediately  at  its  own  airport. 
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Moreover,  Convair  equipment  cannot  be  operated  into  the 
Kalamazoo  Airport  at  the  present  time  because  of  inade¬ 
quate  runways.  In  addition,  there  is  serious  doubt  whether 
American  could  operate  Convair  equipment  economically 
to  Kalamazoo  even  if  its  airport  should  be  large  enough 
to  accommodate  that  type  aircraft.  It  is  therefore  con¬ 
cluded  that  the  City  of  Kalamazoo  should  be  provided 
east-west  service  to  Chicago  and  Detroit  and  the  inter¬ 
mediate  points  through  its  own  local  airport. 

There  remains  for  consideration  the  selection  of  the  car¬ 
rier  to  operate  the  proposed  route.  Lake  Central,  North 
Central  and  Ozark  are  all  applicants,  and  only  one  should 
be  selected  if  the  route  is  to  be  most  economically  served. 
In  choosing  a  carrier  to  operate  other  routes  the  Board  has 
considered,  among  other  factors,  cost  to  the  applicants 
and  to  the  Government  for  the  new  services,  the  prompti¬ 
tude  with  vrhich  it  might  expect  inauguration  of  service, 
the  need  of  the  applicant  for  economically  favorable 
1374  additional  route  mileage,  and  integration  of  the  new 
routes  with  their  current  systems.2 

Although  the  record  for  the  period  from  March  31,  1953 
to  March  31,  1954,  does  not  indicate  that  any  of  the  appli¬ 
cants  are  in  enviable  positions  in  respect  to  their  working 
capital,  the  fact  remains  that  they  have  been  operating 
over  their  respective  systems  and  there  is  no  reason  to 
believe,  based  upon  the  existing  record,  that  either  of  them 
could  not  institute  the  proposed  service  if  it  should  be 
selected  to  do  so  by  the  Board.  Based  on  the  foregoing  and 
all  the  facts  of  record  it  is  found  that  Lake  Central,  North 
Central,  and  Ozark  are  each  fit,  willing,  and  able  to  render 
the  proposed  service. 

In  respect  to  the  cost  to  the  applicants  and  the  Govern¬ 
ment  for  the  new  service  reference  is  made  to  the  Board’s 
Comparative  Selected  Data  For  Local  Service  Carriers 
for  the  12  months  ended  June  30,  1953,  which  shows  that 


2  Central  Certificate  Renewal  Case,  Docket  No.  4083,  Decided  April  17,  1953. 


on  January  1,  1950,  Lake  Central  instituted  DC-3  opera¬ 
tions  system-wide  with  the  exception  of  the  segment  In- 
dianapolis-Cincinnati  via  Connersville.  These  data  show 
that  in  the  operation  of  DC-3  equipment  during  that  period 
Lake  Central’s  total  operating  expenses  per  revenue  plane 
mile  was  135.54  cents,  while  its  total  operating  ex- 

1375  penses  per  revenue  ton-mile  amounted  to  234.44 
cents.  In  addition,  the  mail  revenue  received  by  Lake 

Central  was  76.08  cents  per  revenue  plane  mile  and  $50.99 
per  mail  ton-mile.  For  the  12  months  ended  June  30,  1953, 
according  to  these  data,  North  Central,  which  had  been 
operating  DC-3  equipment,  had  total  operating  expenses 
per  revenue  plane  mile  of  115.79  cents,  while  its  total  oper¬ 
ating  expenses  per  revenue  ton-mile  amounted  to  131.82 
cents.  Its  mail  revenue  received  per  revenue  plane  mile 
amounted  to  59.79  cents,  and  its  mail  revenue  received  per 
mail  ton-mile  amounted  to  $21.73.  During  the  same  period, 
i.e.,  the  12  months  ended  June  30,  1953,  Ozark’s  total  oper¬ 
ating  expenses  per  revenue  plane  mile  amounted  to  114.14 
cents,  while  its  total  operating  expenses  per  revenue  ton- 
mile  amounted  to  174.79  cents.  During  the  same  period  its 
mail  revenue  received  per  revenue  plane  mile  was  76.25 
cents  and  its  mail  revenue  received  per  mail  ton-mile 
amounted  to  $49.07.  It  is  agreed  by  all  parties  that  the  di¬ 
rect  operating  cost  of  DC-3  aircraft  for  each  of  the  ap¬ 
plicants  would  be  approximately  the  same.  Based  upon  the 
foregoing  and  all  the  evidence  of  record,  it  is  found  that 
North  Central  could  operate  the  proposed  route  at  the  least 
cost  to  the  applicant  and  to  the  Government. 

Although  it  appears  that  Ozark  could  institute  the  pro¬ 
posed  service  rather  promptly  and  efficiently  the  record 
does  show  that  it  would  be  necessary  for  it  to  establish 
ground  services  at  Detroit  and  the  intermediate  points,  and 
that  it  would  have  to  enlarge  its  services  at  Chicago.  On 
the  other  hand,  North  Central  presently  has  estab- 

1376  lished  bases  at  Chicago  and  Detroit  and  the  record 
indicates  that  it  could  institute  operations  more 
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promptly  than  either  Ozark  or  Lake  Central.  In  view  of 
Lake  Central’s  minus  net  worth  it  is  questionable  as  to 
just  when  it  could  institute  operations  if  it  should  be  se¬ 
lected  to  operate  the  proposed  service. 

It  is  conceded  that  the  award  of  the  route  to  Ozark  would 
be  favorable  to  its  financial  condition.  However,  the  record 
fails  to  show  that  this  need  would  outweigh  the  lack  of 
integration  of  a  new  route  with  its  current  system.  For  ex¬ 
ample,  if  the  proposed  service  should  be  awarded  to  Ozark 
it  necessarily  would  have  to  operate  a  stub-end  route  from 
Chicago  to  Detroit  via  the  intermediate  points,  and  there 
is  no  indication  of  record  that  there  would  be  any  substan¬ 
tial  amount  of  one-carrier  service  between  these  intermedi¬ 
ate  cities  and  points  on  Ozark’s  system.  Ozark  proposes 
to  provide  Gary  with  direct  service  to  the  intermediate 
cities  but  failed  to  submit  substantial  evidence  to  justify 
such  service.  Based  upon  the  foregoing  considerations  and 
all  the  facts  of  record,  it  is  found  that  the  least  benefits 
would  flow  to  Ozark  and  the  general  public  by  its  selection 
as  the  carrier  to  render  the  proposed  service. 

Although  Kokomo  submitted  evidence  showing  that 
single-carrier  service  to  Detroit  would  be  beneficial  and 
that  the  proposed  connecting  schedules  of  Lake  Central 
would  be  attractive,  this  convenience  is  not  sufficient  to 
justify  the  selection  of  Lake  Central  over  North  Cen- 
1377  tral.  North  Central  contemplates  operation  of  throe 
round-trip  schedules  daily  between  Chicago  and  De¬ 
troit,  leaving  each  terminal  in  the  morning,  at  midday, 
and  in  the  evening.  These  schedules  should  afford  pas¬ 
sengers  at  Kokomo  better  connecting  services  than  have 
been  available.  The  Board  has  repeatedly  held  that  air¬ 
line  points  cannot  be  provided  with  one-carrier-single- 
plane  service  to  all  cities  with  which  they  have  a  community 
of  interest. 

There  is  no  doubt  that  Lake  Central  would  be  highly 
benefited  by  the  award  of  this  route.  However,  as  stated, 
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it  is  questionable  as  to  when  Lake  Central  could  institute 
the  service  in  view  of  its  poor  financial  condition.  On  the 
other  hand,  although  North  Central’s  estimates  are  rather 
optimistic  there  is  no  reason  why,  based  upon  comparative 
operating  costs,  it  cannot  provide  two  round  trip  schedules 
daily,  with  operating  cost  as  low  as  Ozark  or  Lake  Central. 
In  an  initial  period  of  operation  with  three  round-trip 
schedules  daily  if  the  cost  proves  to  be  too  great  and  if 
the  experience  gained  by  such  service  clearly  demonstrates 
that  the  traffic  potential  on  the  segment  will  not  support 
three  round-trip  schedules  daily,  there  is  no  reason  why 
North  Central  could  not  reduce  the  service  to  two  round- 
trip  schedules  daily.  The  record  abundantly  supports  the 
conclusion  that  there  is  sufficient  traffic  to  at  least  warrant 
the  operation  of  two  round-trip  schedules  daily  with  DC-3 
equipment  and  that  such  service  could  be  operated  at  a 
profit. 

As  stated,  North  Central  presently  operates  to  Chicago 
and  Detroit  where  it  maintains  terminals  and  it  is  cer¬ 
tificated  to  operate  to  eight  additional  stations  in 
1378  Michigan.  It  would  be  a  relatively  simple  matter  for 
North  Central  to  connect  this  gap  between  Chicago 
and  Detroit  which  would  permit  maximum  equipment  and 
crew  rotation  and  utilization,  improve  its  efficiency  and 
lower  its  system  costs.  This  route  segment  is  unquestionably 
more  in  North  Central’s  territory  than  it  is  in  the  territory 
of  Ozark  or  Lake  Central.  It  could  be  characterized  as  being 
almost  in  North  Central’s  backyard.  The  record  indicates 
that  North  Central  could  offer  more  one-carrier  single-plane 
service  to  residents  of  the  intermediate  points  than  either 
Lake  Central  or  Ozark,  and,  therefore,  there  would  be  a 
greater  amount  of  integration  of  this  route  with  its  sys¬ 
tem  than  would  result  if  Ozark  or  Lake  Central  should  be 
selected.  The  benefits  which  would  flow  to  North  Central 
would  be  substantial  in  that  they  would  help  it  to  attain 
self-sufficiency.  On  the  basis  of  the  foregoing  considera¬ 
tions  and  all  the  facts  of  record  it  is  concluded  that  North 
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Central  should  be  selected  to  operate  the  proposed  route. 

Based  upon  the  foregoing  considerations  and  all  the  facts 
of  record,  it  is  found: 

1.  That  the  public  convenience  and  necessity  require  that 
the  authority  held  by  American  Airlines,  Inc.,  to  serve  South 
Bend,  Ind.,  Kalamazoo,  Battle  Creek,  Jackson,  and  Ann 
Arbor,  Mich.,  as  intermediate  points  between  Chicago,  TIL, 
and  Detroit,  Mich.,  on  route  7  should  be  temporarily  sus¬ 
pended. 

1379  2.  That  the  public  convenience  and  necessity  re¬ 

quire  amendment  of  the  certificate  held  by  North 
Central  Airlines,  Inc.,  for  its  route  No.  86  so  as  to  au¬ 
thorize  service  between  the  terminal  points  Chicago,  Ill., 
and  Detroit,  Mich.,  via  the  intermediate  points  South  Bend, 
Ind.,  Kalamazoo,  Battle  Creek,  Jackson,  and  Ann  Arbor, 
Mich.,  until  September  30,  1955. 

3.  That  the  temporary  suspension  of  American’s  certifi¬ 
cate  should  be  simultaneously  with  the  institution  of  opera¬ 
tion  over  this  segment  of  route  7  by  North  Central. 

4.  That  Lake  Central,  North  Central,  and  Ozark  are  each 
fit,  willing,  and  able  to  render  the  proposed  service. 

5.  That  the  applications  consolidated  herein  in  all  other 
respects  should  be  denied  and  the  investigation  instituted 
by  the  Board,  Order  No.  E-7899,  should  be  dismissed. 
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1384  BEFORE  THE 

CIVIL.  AERONAUTICS  BOARD 
WASHINGTON,  D.  C. 

Docket  No.  6411,  et  al. 

In  the  matter  of  the  investigation  of  local  service 
between  Chicago,  Ill.  and  Detroit,  Mich. 

American  Airlines,  Inc. 

Exceptions  of  Lake  Central  Airlines,  Inc.  to  Examiner's 

Initial  Decision 

Comes  now  Lake  Central  Airlines,  Inc.  (“Lake 
Central”),  applicant  in  the  above-styled  proceeding,  and 
through  its  counsel  of  record  excepts  to  the  findings,  recom¬ 
mendations  and  conclusions  stated  by  the  Hearing 
Examiner  in  his  Initial  Decision  (“Decision”)  served 
November  4,  1954,  in  the  following  respects: 

1.  Exception  is  taken  to  the  Examiner’s  statement 
(Decision,  p.  18)  that  Kokomo  at  the  time  of  the  hearing 
had  two-carrier  service  to  Detroit  over  “North  Central”, 
etc. 

2.  Exception  is  taken  to  the  Examiner’s  failure,  in  dis¬ 
cussing  North  Central’s  schedule  pattern  as  of  June  1, 
1954  (Decision,  p.  24)  to  point  out  to  the  Board  the  fact 
that  these  are  summer  schedules,  and  that  there  exists  a 
decided  variance  between  North  Central’s  summer  and 
other  seasons’  service  patterns. 

3.  Exception  is  taken  to  the  Examiner’s  failure,  in  dis¬ 
cussing  the  points  served  by  North  Central  and  Lake 
Central  (Decision,  pp.  24-25),  to  find  that  six  of  the  eight 
Michigan  points  served  by  North  Central  are  located  in  the 
Upper  Peninsula  of  Michigan  and  have  no  relationship  to 
North  Central’s  application  in  this  proceeding;  whereas 
Lake  Central’s  two  Michigan  points  are  directly  involved 
in  any  determination  of  the  issues  in  this  case. 
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4.  Exception  is  taken  to  the  Examiner’s  failure  at  any 
point  in  his  Decision  to  recognize  and  take  into  account  the 
certification  of  Lake  Central  into  Terre  Haute,  Indiana 
and  Danville,  Illinois,  although  such  certification  had  been 
published  and  was  available  to  the  Examiner  (Order  Serial 
No.  E-8574,  August  20,  1954)  prior  to  service  of  his  Initial 
Decision. 

1385  5.  Exception  is  taken  to  the  Examiner’s  use  of 

traffic  figures  for  the  third  quarter  of  1953  only  in 
comparing  the  three  applicants  (Decision,  p.  25)  without 
also  calling  to  the  Board’s  attention  that  such  quarter  is 
North  Central’s  highest  in  its  heavily  unbalanced  seasonal 
movement  of  traffic  and  that  such  quarter’s  traffic  was 
32  percent  higher  than  North  Central’s  average  quarterly 
traffic  for  1953.  (Exhibit  NOB-8) 

6.  To  the  extent  that  the  fact  (Decision,  p.  25)  that 
North  Central  is  the  only  local  service  carrier  serving 
Detroit  may  be  determinative  of  the  issues  in  this  case 
(which  Lake  Central  does  not  concede),  exception  is  taken 
to  the  Examiner’s  failure  to  find  simultaneously  that  Lake 
Central  is  the  only  local  carrier  serving  South  Bend  and 
Kalamazoo,  two  of  the  intermediate  points  on  the  proposed 
segment. 

7.  Exception  is  taken  to  the  Examiner’s  failure, 
throughout  his  Decision,  to  make  use  of  the  latest  available 
financial  and  statistical  information  filed  with  the  Board 
by  the  applicants,  the  applicants  having  expressly 
stipulated  that  all  such  information,  up  until  the  final 
decision  of  the  Board,  should  be  available  to  both  the 
Examiner  and  the  Board.  Comparative  statistics  cover¬ 
ing  the  operations  of  the  three  applicants  through  June  30, 
1954,  as  prepared  by  the  Board’s  Bureau  of  Air  Opera¬ 
tions  were  published  and  available  to  the  Examiner  prior 
to  issuance  of  the  Initial  Decision. 

8.  Exception  is  taken  to  the  Examiner’s  finding 
(Decision,  p.  26)  that  operation  of  the  proposed  route  by 
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North  Central  would  enable  it  “to  obtain  optimum  equip¬ 
ment  rotation  and  utilization”  and  to  the  Examiner’s 
failure  to  find  that  North  Central  offered  no  evidence 
showing  how  its  aircraft  would  be  routed  or  that  its 
equipment  rotation  would  be  improved.  Exception  is 
taken,  in  this  connection,  to  the  Examiner’s  failure  to 
point  out  the  equipment  utilization  advantages  accruing  to 
Lake  Central,  as  shown  by  its  equipment  routing  charts. 
(Exhibit  LCA-22) 

9.  Exception  is  taken  to  the  Examiner’s  reference,  in 
connection  with  his  discussion  of  North  Central’s  applica¬ 
tion  only,  to  the  fact  that  97  percent  of  the  traffic  at  the 
Route  7  intermediate  points  moves  to,  from  or  through 
Chicago  and  Detroit,  and  to  the  Examiner’s  failure  to 
state  that  this  fact,  if  it  has  significance,  is  equally 

favorable  to  the  application  of  Lake  Central. 
1386  Exception  is  also  taken  to  the  Examiner’s  failure 

to  state  that  such  figure  was  derived  from  a  two- 
week  sample  (September  16-30,  1952)  and  does  not 
necessarily  represent  the  experience  of  such  intermediate 
points  on  a  year- ’round  basis.  (Exh.  NOR-23) 

10.  Exception  is  taken  to  the  Examiner’s  uncritical 
acceptance  of  the  figure  of  16  percent  as  representing  the 
percentage  of  the  air  travel  to  and  from  Grand  Rapids, 
Lansing  and  Muskegon  which  moved  to  and  from  “across- 
the-Lake”  points  when  such  figure  actually  represents  the 
average  percentage  of  the  three  cities,  heavily  weighted 
by  the  traffic  between  Muskegon  and  Milwaukee.  Excep¬ 
tion  is  also  taken  to  the  Examiner’s  failure  to  find  that  the 
16  percent  figure  is  subject  to  the  following  infirmities 
which  render  it  of  no  value  and  misleading:  (a)  558  out 
of  a  total  of  617  “across-the-lake”  Grand  Rapids  pas¬ 
sengers  were  to  and  from  Milwaukee  and  the  Twin  Cities, 
both  of  which  are  trunkline  hauls;  (b)  North  Central 
included  in  the  Grand  Rapids  count  such  obviously  in¬ 
applicable  and  inappropriate  traffic  flows  as  those  to 
Bismarck,  North  Dakota,  and  Pierre  and  Rapid  City,  South 
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Dakota — which  points  are  no  more  “across-the-lake”  than 
Seattle  or  Tacoma,  Washington;  (c)  the  Lansing  count 
includes  155  Milwaukee  and  Twin  Cities  passengers,  out  of 
a  total  of  196,  which  are  provided  direct  trunkline  service 
and  obviously  have  no  bearing  upon  what  North  Central 
might  expect  to  develop  in  “across-the-lake”  traffic;  (d) 
the  Lansing  count  includes  such  improbable  “across-the- 
lake”  counts  as  traffic  to  and  from  Bismarck  and  Grand 
Forks,  North  Dakota,  Calgary,  Canada,  and  Casper, 
Wyoming;  (e)  the  Muskegon  count  of  626  “across-the- 
lake”  passengers  includes  590  using  trunkline  service  to 
and  from  Milwaukee  and  the  Twin  Cities;  (f)  Muskegon 
traffic  erroneously  included  passengers  moving  to  and  from 
Calgary,  Canada,  Rapid  City,  South  Dakota,  and  Sheridan, 
Wyoming;  (g)  North  Central  conveniently  failed  to  show 
the  “across-the-lake”  traffic  of  the  other  southern 
Michigan  cities  now  having  direct  service,  in  arriving  at 
its  16  percent  figure:  (1)  even  including  traffic  to  and 
from  Milwaukee  and  the  Twin  Cities  served  by  the  trunk¬ 
line  carrier,  only  4.87  percent  of  Flint’s  traffic,  7.74  per¬ 
cent  of  Saginaw-Bay  City’s  traffic,  and  6.20  percent  of 
Detroit’s  traffic,  moved  “across-the lake”;  (2)  if  Mil¬ 
waukee  and  Twin  Cities  traffic  are  excluded,  as 
1387  properly  they  should  be,  only  0.7  percent  of 
Detroit’s  total  traffic  in  the  same  survey  period 
moved  “across-the-lake”. 

11.  Exception  is  taken  to  the  Examiner’s  failure  to  find 
that  the  Michigan  cities  employed  by  North  Central  (Ex¬ 
hibits  NOR-21  and  27)  as  the  bases  for  its  traffic  projections 
at  the  Route  7  intermediate  points  are  not  comparable  to 
said  intermediate  cities  in  distance  from  primary  interest 
points,  available  surface  transportation,  etc.  (Exh. 
LCA-32) 

12.  Exception  is  taken  to  the  Examiner’s  failure  to  find 
that  North  Central’s  operations  and  maintenance  base  is 
located  at  Minneapolis-St.  Paul,  350  miles  from  Chicago 
and  519  miles  from  Detroit,  measured  on  a  direct-flight 
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basis,  whereas  Lake  Central’s  base  at  Indianapolis  is 
located  only  13S  miles  from  South  Bend,  the  closest  point 
on  the  Route  7  segment,  and  Lake  Central’s  existing  route 
intersects  Route  7  at  Chicago  (3  segments),  South  Bend 
and  Kalamazoo. 

13.  Exception  is  taken  to  the  Examiner’s  uncritical 
acceptance  of  North  Central’s  experience  at  Lansing  and 
Grand  Rapids  as  indicative  of  the  traffic  it  would  develop 
out  of  the  Route  7  intermediate  points  to  “across-the-lake” 
points  (Decision,  p.  27),  and  to  the  Examiner’s  failure  to 
recognize  the  obvious,  viz.,  there  is  no  other  source  of 
traffic  available  to  North  Central  at  Grand  Rapids  and 
Lansing  (except  to  points  north)  inasmuch  as  both  cities 
are  connected  with  each  other  and  'with  Detroit  by  Capital 
Airlines. 

14.  Exception  is  taken  to  the  Examiner’s  failure,  in  dis¬ 
cussing  Ozark’s  facilities  at  Chicago  (Decision,  p.  32),  to 
find  that  Ozark  has  never  overnighted  aircraft  at  Chicago, 
and  does  not  do  so  now.  (Official  Airline  Guide) 

15.  Exception  is  taken  to  the  Examiner’s  failure,  in 
discussing  Ozark’s  contentions  regarding  Lake  Central’s 
alleged  difficulties  in  serving  Chicago  (Decision,  p.  32),  to 
find  that  Lake  Central  serves  Chicago  from  the  new 
terminal  building,  and  has  done  so  since  January  1,  1954. 
(Official  Airline  Guide) 

16.  Exception  is  taken  to  the  Examiner’s  failure  to  find 
anywhere  in  his  Decision  that  Jackson  and  Battle  Creek 
passengers  moving  “across-the-lake”  have  substantial 
time,  mileage  and  fare  savings  available  through  the  use 

of  Lake  Central’s  and  Capital’s  connecting  service 
1388  via  Grand  Rapids,  as  compared  with  'what  North 
Central  conceivably  might  offer.  (Lake  Central’s 
brief  to  the  Examiner,  pp.  11-12) 

17.  Exception  is  taken  to  the  Examiner’s  failure,  in 
discussing  the  working  capital  positions  of  the  applicants 
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(Decision,  pp.  38-39),  to  find  and  take  into  consideration 
that  Lake  Central’s  first  final  mail  rate,  covering  its  initial 
period  of  operations,  was  not  effective  until  February, 
1954,  whereas  North  Central  had  its  first  final  rate  estab¬ 
lished  three  years  previously,  in  February  1951.  (12 

C.A.B.  664) 

18.  Exception  is  taken  to  the  Examiner’s  failure  to  find 
that  Lake  Central’s  certificate  was  extended  for  an  addi¬ 
tional  year  in  a  decision  and  order  (Serial  No.  E-8736, 
October  27,  1954)  issued  prior  to  service  of  the  Initial 
Decision,  and  to  the  Examiner’s  failure  to  take  into  account 
the  stabilizing  effect  of  such  action. 

19.  Exception  is  taken  to  the  Examiner’s  reference  to 
North  Central’s  “well-planned  schedules”  in  so  far  as  such 
reference  may  connote  a  superior  scheduling  ability  on  the 
part  of  North  Central  (Decision,  p.  41),  and  to  the 
Examiner’s  failure  to  find  that  North  Central’s  schedules 
are  proposed  and  tentative,  and  that  North  Central  intro¬ 
duced  no  routing  charts  to  demonstrate  that  such  schedules 
can  be  operated  with  existing  aircraft  without  disrupting 
service  on  existing  segments. 

20.  Exception  is  taken  to  the  Examiner’s  failure,  in  dis¬ 
cussing  the  so-called  North  Central-American  connecting 
service  at  Detroit  (Decision,  pp.  42-43),  to  set  forth  com¬ 
parative  connecting  schedules  at  Detroit  involving  Lake 
Central  and  American,  as  well  as  Lake  Central  and  United, 
Northwest  and  Capital. 

21.  Exception  is  taken  to  the  Examiner’s  use  of  obsolete 
data  (as  of  June  30,  1953)  in  comparing  the  operating 
statistics  of  North  Central  and  Lake  Central  (Decision, 
pp.  47-48)  and  to  the  Examiner’s  failure  to  make  use  of 
comparable  data  compiled  as  of  June  30,  1954,  which  were 
available  to  him  pursuant  to  the  stipulation  of  the  parties. 

22.  Exception  is  taken  to  the  Examiner’s  finding 
(Decision,  p.  48)  that  North  Central  “could  operate  the 


348 


proposed  route  at  the  least  cost  to  the  applicant  and  to  the 
Government,”  as  being  contrary  to  the  evidence  of  record; 

based  upon  an  extremely  limited  and  superficial 
1389  analysis  of  the  record  consisting  of  the  mere 
recitation  of  out-of-date  experience  figures — typified 
by  the  Examiner’s  summary  on  pp.  47-48  of  the  Initial 
Decision;  and  in  direct  conflict  with  the  findings  of  the 
Bureau  of  Air  Operations,  whose  staff  made  a  compre¬ 
hensive  study  of  the  comparative  costs  of  the  three 
applicants.  (Bureau  Counsel’s  brief  to  the  Examiner, 

pp.  11-12) 

23.  Exception  is  taken  to  the  Examiner’s  failure  to  find 
that:  (a)  Lake  Central  could  provide  the  needed  service 
at  less  cost  than  North  Central  or  Ozark;  (b)  Lake  Central 
could  provide  such  service  at  a  smaller  ratio  of  break¬ 
even  need  to  commercial  revenues  than  could  North  Central 
or  Ozark;  (c)  “The  record  indicates  that  should  Lake 
Central  operate  this  route,  on  which  it  already  serves  three 
stations,  it  would  benefit  substantially  more  than  would 
either  Ozark  or  North  Central.”;  (d)  Lake  Central’s  ratio 
of  break-even  need  to  commercial  revenues  would  be 
decreased  27  percent  if  it  were  certificated,  whereas  such 
ratio  for  Ozark  and  North  Central  would  be  decreased 
only  11  percent  and  6  percent,  respectively.  (Bureau 
Counsel’s  brief  to  the  Examiner,  pp.  11-12) 

24.  Exception  is  taken  to  the  Examiner’s  finding 
(Decision,  p.  49)  that  North  Central  could  institute  service 
more  promptly  than  Lake  Central  as  being  wholly  without 
foundation  in  the  record  and  in  direct  conflict  with  Lake 
Central’s  record  in  inaugurating  service  to  its  Ohio  points, 
doubling  the  number  of  stations  served,  within  45  days 
after  its  amended  certificate  became  effective,  and  with  its 
record  in  inaugurating  service  on  its  new  Indianapolis- 
Terre  Haute-Chicago  segment  less  than  45  days  after  the 
effective  date  of  its  recntly  amended  certificate.  In  this 
connection,  exception  is  further  taken  to  the  Examiner’s 
failure  to  find  that  American  will  continue  to  provide 
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service  at  the  Route  7  points  until  a  substitute  service  is 
certificated  and  placed  in  operation. 

25.  Exception  is  taken  to  the  Examiner’s  findings 
(Decision,  pp.  49-50)  with  respect  to  Kokomo’s  need  for 
one-carrier  service  to  Detroit,  and  to  the  Examiner’s 
failure  to  accord  due  weight  to  the  fact  that  Kokomo  intro¬ 
duced  evidence  showing  that  the  air  traffic  potential  be¬ 
tween  Kokomo  and  the  automotive  center,  Detroit,  is 

greater  than  the  traffic  for  which  North  Central 
1390  could  provide  a  one-carrier,  albeit  circuitous,  serv¬ 
ice  from  the  Route  7  intermediate  points  “across- 
the-lake”.  (Lake  Central’s  brief  to  the  Examiner,  pp.  8-9) 

26.  Exception  is  taken  to  the  Examiner’s  finding 
(Decision,  p.  50)  that  “it  is  questionable  as  to  when  Lake 
Central  could  institute  the  service  in  view  of  its  poor 
financial  condition.”  See  Exception  No.  24,  supra.  Lake 
Central  has  earned  an  operating  profit  each  month  since 
June  1954  and  is  currently  completing  a  refinancing  pro¬ 
gram  which  will  remove  even  the  shadowy  doubt  which 
the  Examiner  appears  to  cast  over  its  ability  to  inaugurate 
service  promptly  over  the  new  segment. 

27.  To  the  extent  that  the  matter  has  any  significance 
in  reaching  a  final  decision  in  this  proceeding  (which  Lake 
Central  denies),  exception  is  taken  to  the  Examiner’s 
repeated  reference  to  North  Central’s  service  to  eight 
Michigan  cities,  and  to  his  failure  to  find  that  six  of  such 
eight  are  located  in  the  Upper  Peninsula,  with  absolutely 
no  relationship  to  the  Route  7  intermediate  points  unless 
credence  is  given  the  far-fetched  idea  that  these  passengers 
will  travel  on  North  Central  “around  the  horn”  through 
Chicago,  and  the  remaining  two — Grand  Rapids  and 
Lansing,  cannot  be  connected  by  North  Central  with  the 
Route  7  intermediate  points  except  via  a  substantial  back¬ 
haul  through  Detroit.  (Decision,  pp.  50-51) 

28.  Exception  is  taken  to  the  Examiner’s  finding  that 
“this  route  segment  is  unquestionably  more  in  North 
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Central’s  territory  than  it  is  in  the  territory  of  .  .  .  Lake 
Central”  (Decision,  p.  51)  as  being  contrary  to  the  weight 
of  the  evidence.  Exception  is  also  taken  to  the  Examiner’s 
failure  to  find  that  Lake  Central  is  already  certificated  into 
three  of  the  points  on  the  proposed  segment,  whereas 
North  Central  is  certificated  to  but  two;  that,  in  addition, 
Lake  Central  would  provide  two  more  of  the  Route  7  inter¬ 
mediates — Battle  Creek  and  Jackson — connecting  service 
at  Grand  Rapids  with  Capital  for  the  most  direct,  most 
economical  routing  to  points  across  Lake  Michigan;  and 
that  the  selection  of  North  Central  would  require  the  ex¬ 
pensive  and  needless  duplication  by  North  Central  of  Lake 
Central’s  existing  facilities  at  South  Bend  and  Kalamazoo, 
whereas  the  selection  of  Lake  Central  would  involve  no 
essential  duplication  at  Detroit  inasmuch  as  North- 
1391  west  now  handles  North  Central’s  operations  at  that 
point  and  Lake  Central  proposes  to  operate  at 
Detroit  under  a  joint  facility  arrangement. 

29.  Lake  Central  takes  particular  exception  to  the 
Examiner’s  finding  (Decision,  p.  51)  that  “The  record  in¬ 
dicates  that  North  Central  could  offer  more  one-carrier 
single-plane  service  to  residents  of  the  intermediate  points 
than  .  .  .  Lake  Central  .  .  .  and,  therefore,  there  would 
be  a  greater  amount  of  integration  of  this  route  with  its 
system  than  would  result  if  .  .  .  Lake  Central  should  be 
selected.”  as  being  contrary  to  the  probative  evidence  of 
record,  in  complete  disregard  of  the  historic  air  traffic 
figures  of  record,  and  wholly  inconsistent  with  the  factual 
showing  of  record  that  the  traffic  between  Kokomo  and 
Detroit  alone  which  would  be  benefitted  by  Lake  Central’s 
proposal  is  greater  than  all  of  the  traffic  for  which  North 
Central  could  provide  a  usable  one-carrier  service.  Lake 
Central  deems  it  regrettable  that  the  Examiner  did  not  set 
forth  for  the  Board’s  examination  the  bases  for  his  re¬ 
markable  finding,  nor  even  refer  to  the  exhibits  upon  which 
he  relies,  in  order  that  the  Board  and  Lake  Central  might 
pin-point  the  fallacies  of  the  finding. 
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30.  Exception  is  taken  to  the  Examiner’s  finding 
(Decision,  p.  50)  that  North  Central  could  operate  the 
proposed  service  “with  operating  costs  as  low  as  .  .  . 
Lake  Central.”  (Bureau  Counsel’s  brief  to  the  Examiner, 

pp.  11-12) 

31.  Exception  is  taken  to  the  Examiner’s  failure  to  find 
that  the  grandiose  traffic  projection  offered  by  North 
Central — which  the  Examiner  characterizes  as  “rather 
optimistic”  (Decision,  p.  50) — must  'be  considered  as 
affecting  the  reliability  of  North  Central’s  entire  presenta¬ 
tion  and  therefore  as  a  reflection  upon  the  fitness  and 
ability  of  North  Central’s  management.  Exception  is  also 
taken  to  the  Examiner’s  failure  to  find  that  because  North 
Central’s  estimates  are  overstated  there  will  necessarily 
result  a  reduction  in  the  number  of  schedules  it  can 
economically  operate,  thus  adversely  affecting  the  con¬ 
necting  services  wffiich  North  Central  claims  it  will  provide 
at  Detroit — as  recited  at  pages  42-43  of  the  Initial  Decision. 

32.  Exception  is  taken  to  the  Examiner’s  finding  that  the 
application  of  North  Central  should  be  granted  and 

1392  that  of  Lake  Central,  denied.  In  support  of  this 
exception,  Lake  Central  relies  upon  the  preceding 
exceptions  and  the  entire  record. 

Lake  Central  will  file  a  brief  to  the  Board  in  support  of 
these  exceptions.  Lake  Central  prays  that  the  Board  allow 
each  of  the  foregoing  exceptions  and  grant  its  application 
in  Docket  No.  6319. 

The  privilege  of  oral  argument  is  requested. 

Respectfully  submitted, 

Lake  Central  Airlines,  Inc. 

By  /s/  Albert  F.  Grisard 
Albert  F.  Grisard 
Counsel 
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1398  Received  November  29,  1954 

BEFORE  THE 

CIVIL  AERONAUTICS  BOARD 
WASHINGTON,  D.  C. 

Consolidated  Docket  No.  6411,  et  al. 

In  the  matter  of  the  investigation  of  local  service  between 
Chicago,  Illinois  and  Detroit,  Michigan 

American  Airlines,  Inc. 

Exceptions  of  the  Board  of  Aviation  Commissioners  of  Kokomo, 
Indiana;  the  Chamber  of  Commerce  of  Kokomo,  Indiana 
to  Examiner's  Initial  Decision 

(Explanatory  note;  The  Board  of  Aviation  Commis¬ 
sioners  of  the  City  of  Kokomo  and  the  Chamber  of 
Commerce  of  the  City  of  Kokomo  wish  to  explain  that 
their  joint  and  several  exceptions  in  the  above-entitled 
case  are  filed  late  because  of  the  fact  that  neither  they  nor 
their  counsel  received  a  copy  of  the  Examiner’s  Decision 
from  the  Examiner  and  further  that  neither  they  nor  their 
counsel  knew  of  said  Decision  until  their  counsel  was 
advised  of  the  same  by  the  Aeronautics  Commission  of  the 
State  of  Indiana  on  the  19th  day  of  November,  1954.) 

Comes  now  the  Board  of  Aviation  Commissioners  of 
the  City  of  Kokomo,  Indiana  and  the  Chamber  of  Com¬ 
merce  of  the  City  of  Kokomo,  Indiana  by  their  counsel  of 
record,  LeRoy  M.  Lacey,  Jr.,  and  having  heretofore  been 
permitted  to  submit  evidence  pursuant  to  Section  302.14 
of  the  Procedural  Regulations  of  the  Civil  Aeronautics 
Board  hereby  jointly  and  severally  except  to  the  findings, 
recommendations  and  conclusions  stated  by  the  Hearing 
Examiner  in  his  Initial  Decision  (hereinafter  called 
“Decision”)  in  the  following  respects; 

1399  1.  Exception  is  taken  to  the  Examiner’s  statement 
(Decision,  p.  18)  that  “at  the  time  of  hearing 

Kokomo  had  two  carrier  service  to  Detroit  over  North 


Central  to  South  Bend  and  thence  over  American  to 
Detroit  ...  ”. 

2.  Exception  is  taken  to  the  Examiner’s  findings  (Deci¬ 
sion,  pp.  49-50)  regarding  Kokomo’s  need  for  one-carrier 
service  to  Detroit. 

3.  Exception  is  taken  to  the  Examiner’s  failure  to  give 
proper  consideration  to  the  great  industrial  community 
of  interest  which  the  City  of  Kokomo  (as  well  as  the  cities 
of  Peru  and  Logansport)  has  with  the  City  of  Detroit 
(Kokomo  Exhibit  No.  1,  Pages  1  through  8;  transcript 
pp.  116  and  117). 

4.  Exception  is  taken  to  the  Examiner’s  failure  to  give 
proper  consideration  to  the  potential  round  trips  per 
month  which  Kokomo  could  generate  if  one-carrier  service 
to  Detroit  w^ere  available  (Kokomo  Exhibit  No.  1,  page  5; 
transcript  page  116,  125). 

The  Board  of  Aviation  Commissioners  of  Kokomo,  In¬ 
diana  and  the  Chamber  of  Commerce  of  Kokomo,  Indiana 
will  file  a  brief  with  the  Board  supporting  their  excep¬ 
tions;  and  they  respectfully  request  that  the  Board  allow 
each  of  the  foregoing  exceptions  and  grant  their  request 
for  one-carrier  service  to  Detroit  in  Consolidated  Docket 
No.  6411,  et  al. 

The  privilege  to  make  oral  argument  is  respectfully 
requested. 

Respectfully  submitted, 

Board  of  Aviation  Commis¬ 
sioners  of  Kokomo,  Indiana; 
Chamber  of  Commerce  of 
Kokomo,  Indiana 

By/S/  LeRoy  M.  Lacey,  Jr. 
LeRoy  M.  Lacey,  Jr.,  Counsel 
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BEFORE  THE 

CIVIL  AERONAUTICS  BOARD 


WASHINGTON,  D.  C. 

Docket  No.  6411,  et  al 

In  the  matter  of  the  proceeding  known  as  the 
Chicago-Detroit  Local,  Service  Case 

Brief  of  the  Bureau  of  Air  Operations  to  the  Board 

James  L.  Deegan 
Bureau  Counsel 

Washington,  D.  C. 

December  16,  1954 

********** 

1439  II.  If  a  Local  Service  Carrier  is  to  be  Selected  at  This 

Time  to  Operate  Over  the  Segment  in  Issue,  Lake  Cen¬ 
tral  Would  be  the  Best  Selection. 

Service  to  the  cities  on  Route  No.  7  between  the  ter¬ 
minals  Chicago  and  Detroit  is  necessary  and  in  the  public 
interest.  The  cities’  industries  and  business  activi- 

1440  ties  generate  a  substantial  amount  of  traffic  which 
may  be  expected  to  increase  if  additional  service 

is  made  available.  Most  of  the  traffic  is  “feeder”  traffic 
to  the  two  terminal  cities :  there  is  a  small  amount  of  local 
traffic  between  the  cities  themselves.  However,  the  rela¬ 
tively  short  length  of  hop  between  stations  makes  it  doubt¬ 
ful  whether  service  over  this  segment  could  be  performed 
at  a  profit  now  or  in  the  immediate  future.  However,  by 
local  service  standards,  the  segment  would  be  relatively 
strong  from  a  traffic  standpoint. 

It  is  difficult  to  base  a  selection  of  carrier,  if  one  is  to 
be  made  at  this  time,  on  any  specific  facts  of  record.  Award 
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of  the  segment  to  either  local  service  applicant  would 
benefit  that  carrier.  The  differences  in  estimated  costs 
to  the  Government  for  service  by  any  of  the  three  appli¬ 
cants  are  not  sufficient  to  warrant  a  selection  wholly  on  a 
cost  basis.  The  range  between  the  cost  estimates  of  the 
three  applicants  is  not  great.  Based  on  the  Bureau’s 
traffic  estimates,  breakeven  need  for  an  operation  of  two 
round  trips  daily  would  be :  Ozark,  $168,326 ;  Lake  Central, 
$163,858;  North  Central,  $193,035  (Brief  to  Examiner, 
Appendix  A).  The  difference  in  cost  to  the  Government 
between  service  by  Lake  Central  or  North  Central  is 
chiefly  accounted  for  by  the  higher  estimate  of  station  ex¬ 
penses  for  North  Central  as  compared  with  Lake  Central. 

The  Bureau’s  estimates  of  breakeven  need  indicate  that, 
contrary  to  the  Examiner’s  finding,  none  of  the  applicants 
could  provide  the  service  applied  for  at  a  profit.  The 
Bureau’s  conclusion  that  neither  North  Central  nor  Ozark 
could  provide  the  proposed  service  at  a  profit  as 
1441  they  estimate  is  due  chiefly  to  the  fact  that  the 
Bureau’s  cost  estimates  are  higher  than  those  sub¬ 
mitted  by  those  carriers. 

The  Bureau,  therefore,  believes  that  the  test  to  be 
applied  is  which  carrier  applicant  will  benefit  most  by 
the  route  extension,  presuming,  as  the  Examiner  has 
found,  that  each  is  fit,  willing  and  able  to  perform  the 
service. 

A.  The  Segment  in  Issue  Fits  Best  in  Lake  Central’s 

System. 

As  indicated  above,  we  believe  that  the  Examiner  cor¬ 
rectly  found  that  the  segment  in  issue  would  not  integrate 
as  well  with  Ozark’s  present  system  as  with  the  routes  of 
either  of  the  two  other  applicants. 

Lake  Central  presently  serves  three  of  the  points  in¬ 
volved  in  this  case;  Chicago,  South  Bend  and  Kalamazoo. 
South  Bend  and  Kalamazoo  are  served  on  Lake  Central’s 
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segment  between  Grand  Rapids  and  Indianapolis.  Chicago 
is  the  western  terminal  of  Lake  Central’s  east-west  seg¬ 
ments.  Lake  Central  asserts  that  present  facilities  at  the 
three  cities  on  Route  No.  7  which  it  now  serves  are  com¬ 
plete  and  adequate  to  take  care  of  the  proposed  Chicago- 
Detroit  service.  North  Central  now'  operates  into,  and  has 
facilities  at,  the  two  terminal  cities,  Chicago  and  Detroit. 

B.  Lake  Central  Would  Benefit  Most  by  Award  of  the 

Segment  in  Issue. 

Whichever  local  service  carrier  may  be  certificated  to 
serve  the  segment  in  issue  wmuld  be  benefited  in  that  its 
unit  costs  wrould  tend  to  be  lowered.  Lake  Central, 
1442  which  has  the  lowest  route  mileage  of  the  three 
local  service  applicants,  w'ould  derive  the  greatest 
benefits  from  the  extension,  since,  as  indicated  in  Brief  to 
the  Examiner,  Lake  Central’s  ratio  of  breakeven  need  to 
commercial  revenue  w'ould  be  decreased  by  27%  if  awarded 
the  segment.  The  same  ratio  for  Ozark  and  North  Central 
would  be  decreased  11%  and  6%  respectively.  Lake  Cen¬ 
tral  could  provide  the  service  for  a  ratio  of  breakeven 
need  to  commercial  revenue  of  0.58  as  compared  with  0.63 
for  North  Central  and  0.66  for  Ozark. 
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1511  Consolidated  Docket  No.  6411,  et  ol. 

Docket  No.  6319 

Brief  to  the  Board  on  Behalf  of  Lake  Central  Airlines,  Inc. 
##**##•*#* 

1527  APPENDIX  A  I 

LAKE  CENTRAL  AIRLINES,  INC. 

Air  Traffic  in  Passengers  Between  Route  7  Points  Not 
Presently  Served  by  Lake  Central,  and  Other  Cities 
Served  by  LCA,  as  Shown  by  Board’s  0  &  D  Survey 
for  September  17-30,  1953 


Between  /and 

Battle  Creek 

Detroit 

Jackson 

LCA  Totals 

Cincinnati 

4 

1,115  T 

0 

4 

Cleveland 

14  c 

4,772  T 

2C 

Columbus 

3C 

673  T 

0 

Indianapolis 

2 

1,047  T 

1 

3 

Pittsburgh 

4C 

1,992  T 

0 

Grand  Rapids 

0 

317  T 

0 

Kalamazoo 

0 

2 

0 

2 

Kokomo 

0 

6 

0 

6 

Mansfield 

0 

6C 

0 

Richmond,  Ind. 

0 

lc 

0 

Dayton 

lc 

643  T 

0 

Gary 

0 

2 

0 

2 

Youngstown 

6C 

357  T 

0 

Lafayette 

0 

4 

0 

4 

Marion,  0. 

0 

0 

0 

Terre  Haute 

0 

5 

0 

5 

Danville,  Ill. 

0 

6 

0 

6 

To  be  given  first  one-carrier  service  by  LCA:  32 


C  This  traffic  assumed  to  move  via  trunkline  through  gateway  city,  in  combi¬ 
nation  with  local  service  carrier. 

T  This  traffic  assumed  to  travel  entire  journeys  on  trunkline. 

Note:  The  above  tabulation  lists  all  traffic  reported  in  Board’s  survey  be¬ 
tween  all  of  the  LCA  cities  and  Battle  Creek,  Detroit  and  Jackson. 


1528  NORTH  CENTRAL  AIRLINES,  INC. 

Air  Traffic  in  Passengers  Between  Route  7  Points  Not 
Presently  Served  by  North  Central,  and  Other  Cities 
by  North  Central,  as  Shown  by  Board’s  0  &  D  Survey 
for  September  17-30,  1953 

North  Central 

Between /and  Battle  Creek  Jackson  South  Bend  Totals 


Milwaukee 

4C 

0 

9C 

Madison 

2 

0 

3C 

2 

Minneapolis 

8° 

0 

31 T 

Beloit 

0 

0 

2 

2 

Oshkosh 

1 

0 

1 

2 

Green  Bay 

0 

0 

0 

Wisconsin  Rapids 

0 

0 

1 

1 

To  be  given 

first 

one-carrier 

service  by 

North 

Central: 

7 

C  This  traffic  assumed  to  move  via  trunkline  through  gateway  city,  in  combi¬ 
nation  with  local  service  carrier. 

T  This  traffic  assumed  to  travel  entire  journeys  on  trunklines. 

Note  1:  The  above  tabulation  lists  all  traffic  reported  in  Board’s  survey 
between  all  of  the  North  Central  cities  and  Battle  Creek,  Jackson,  and  South 
Bend. 

Note  2:  Board’s  O  &  D  Survey  was  compiled  as  of  period  when  North 
Central’s  seasonally  unbalanced  traffic  was  at  its  highest  peak.  In  the  third 
calendar  quarter  of  1953,  North  Central’s  traffic  was  32%  higher  than  North 
Central’s  average  quarterly  traffic  in  the  year  1953. 


Excerpts  from  Oral  Argument  Before  Civil  Aeronautics  Board 

1556  PROCEEDINGS 

Mr.  Gurney:  The  Board  will  now  hear  oral  argument  in 
American  Airlines,  Chicago-Detroit  Route  7,  local  service 
case,  Docket  6411. 

*#*#**•«#* 

1614  Oral  Argument  of  Mr.  James  L.  Deegan, 

Bureau  Counsel 

#*###*•### 

1623  Mr.  Lee:  Which  carrier  did  you  say  would  oper¬ 
ate  it  with  the  lowest  breakeven  need? 


Mr.  Deegan:  Lake  Central. 

Mr.  Lee:  Do  you  base  all  of  that  on  the  fact  that  they 
already  serve  one  more  point  than  North  Central? 

Mr.  Deegan:  No,  sir;  I  merely  pointed  that  out  to  in¬ 
dicate  that  the  difference  between  the  two  figures  which 
I  cited  for  North  Central  and  Lake  Central  reflects  that 
fact  so  that  the  difference  between  the  two  is  not,  we  did 
not  believe,  great  enough  to  base  an  argument  solely  on 
the  savings  to  the  government  between  the  two  carriers, 
Lake  Central  and  North  Central. 

I  merely  am  wishing  to  point  out  that  whichever 

1624  carrier  is  awarded  this  segment  will  incur  a  break¬ 
even  need.  ! 

Mr.  Lee :  How  much  is  the  breakeven  need  of  Lake  Cen¬ 
tral  now  as  against  that  of  North  Central? 

Mr.  Deegan :  The  totals  for  the  two  carriers - 

Mr.  Lee:  Totals  don’t  do  any  good.  Give  me  units.  We 
can  figure  the  totals,  just  one  with  the  most  mileage  would 
have  the  biggest  total. 

Mr.  Deegan:  That  is  true. 

For  Lake  Central  breakeven  need  for  revenue  plane- 
mile  would  be  87.29  cents. 

For  North  Central  it  has  been  15.86  cents. 

Mr.  Lee :  How  do  you  then  conclude  it  would  be  cheaper 
if  it  is  operated  by  Lake  Central? 

Mr.  Deegan:  The  total  amount  involved,  as  you  point 
out,  is  based  on  the  total  mileage  that  the  carrier  operates. 
I  was  merely  pointing  out  the  fact  that  it  is  not  the  unit 
base  which  I  am  discussing,  but  the  total  dollar  amount  of 
breakeven  need  which  would  be  less. 

Mr.  Lee :  How  do  you  get  it  to  the  conclusion  that  it  costs 
the  government  less?  That  has  been  the  bureau’s  mistake, 
it  seems  to  me,  all  along.  You  take  a  total  figure,  regard¬ 
less  of  the  unit  amount  of  service  provided,  and  make 
your  argument. 

The  one  that  makes  the  most  mileage  naturally  has 
the  biggest  total.  On  that  basis  you  would  abolish 

1625  all  feeders. 


Mr.  Deegan:  It  is  true,  sir,  that  the  unit  cost  be¬ 
tween  the  two  carriers,  Lake  Central  would  be  higher. 
However,  we  believe,  as  I  would  like  to  point  out  sub¬ 
sequently  (that  by  awarding  this  route  to  Lake  Central 
that  their  unit  breakeven  need  would  be  improved ;  it  would 
be  lessened  and  they  would  benefit  most  by  being  awarded 
this. 

Mr.  Lee :  Because  they  would  have  the  highest  breakeven 
need  they  wmuld  benefit  most  by  getting  it  down. 

Mr.  Deegan:  That  is  right. 

Mr.  Lee:  That  may  be  true;  that  may  be  valid  argu¬ 
ment,  but  don’t  jump  to  the  next  one  and  say  it  would  be 
cheapest  to  be  operated  by  Lake  Central. 

Now,  it  is  a  valid  argument  to  say  that  Lake  Central 
needs  it  more;  it  will  help  reduce  its  per  unit  cost.  I 
either  misunderstood  you,  or  you  tried  to  argue  that  there¬ 
fore,  it  would  cost  less  to  have  Lake  Central  operate  it 
and  I  was  thinking  it  would  cost  the  government  less  than 
it  would  to  have  North  Central  operate  it. 

Now,  what  is  your  position  on  it?  Which  one  wmuld  it 
cost  the  government  less,  or  the  most? 

Mr.  Deegan:  According  to  our  estimates  for  operating 
this  particular  segment  the  total  amount  involved  would 
be  less  for  Lake  Central  Airlines  if  they  operated. 

Mr.  Lee:  You  mean  the  same  operation;  two  round 

1626  trips  a  day,  the  total  amount  involved  would  be - 

Mr.  Deegan:  Less  for  Lake  Central. 

Mr.  Lee :  How  do  you  arrive  at  that  if  each  per  mile  per 
ton  operated,  one  costs  eighty  or  ninety  cents,  seventy- 
three  cents,  as  against  fifty,  how’  do  you  arrive  at  that? 

Mr.  Deegan:  One  of  the  reasons,  as  I  pointed  out  to 
you,  is  the  fact  that  there  would  be  less  expense  involved 
to  Lake  Central  because  it  serves  more  points  at  the  present 
time  than  North  Central. 

Mr.  Lee:  I  asked  you  about  that.  I  asked  you  if  that 
made  the  difference  and  you  said  no. 

Mr.  Deegan:  I  intended  to  indicate  that  that  accounted 
for  part  of  the  difference. 
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Our  exhibits  which  break  down  the  bases  for  the  total 
figures  which  I  have  given  to  you  indicate  that  substantial 
part  of  the  difference  in  the  cost  is  involved  in  actual  air¬ 
craft  operating  expense. 

Mr.  Lee:  Aircraft  operating  expense? 

Mr.  Deegan:  Yes,  sir. 

Mr.  Lee:  What  is  the  per  ton  mile  or  per  unit  mile  op¬ 
erating  expense  of  the  two  carriers? 

Mr.  Deegan :  Operating  expenses  per  revenue  plane 
mile  for  Lake  Central  are  35.6  cents;  for  North  Central, 
32.32  cents.  This  is  for  the  twelve  months  ended  June  30, 
1954. 

1627  Mr.  Lee:  How  do  you  then  conclude  that  the  op¬ 
erating  expense  of  Lake  Central  would  be  less  than 
the  operating  expense  of  North  Central?  You  just  said 
there  it  is  lower  per  mile. 

Mr.  Deegan :  If  I  may  ask  your  indulgence,  sir,  I  did  not 
participate  in  the  hearing  in  this  case.  I  think  perhaps 
the  analyst  might  be  able  to  give  you  some  information 
which  would  be  helpful. 

Mr.  Lee:  I  would  like  to  have  him  speak  to  you  if  you 
■would  like  to  have  him. 

Mr.  Howard  H.  Reizenstein:  With  your  permission,  sir, 
the  difference  is  represented  largely  in  the  station  cost 
and  other  ground  and  indirect,  both  of  which  make  up  the 
total — 

Mr.  Lee:  Stations.  He  just  said  operating. 

Mr.  Reizenstein:  I  am  sorry,  sir. 

Mr.  Lee:  Before  you  get  off  on  to  that,  Mr.  Analyst, 
production  is  told  in  either  revenue-plane  miles  or  ton- 
miles,  or  some  per  unit. 

Now,  on  the  basis  of  that  per  unit  cost  which  carrier  is 
lower  and,  if  so,  give  me  the  figures? 

Mr.  Reizenstein:  Sir,  on  a  comparable  basis  as  we  fig¬ 
ured  it  here,  on  a  two  daily  round  trip,  we  had  to  compute, 
to  make  a  breakdown,  from  North  Central’s  prediction  of 
three  daily  round  trips.  We  worked  the  station  cost 
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162S  by  basing  our  prediction  for  the  future  expecta¬ 
tion  upon  past  experience.  The  whole  ground  and 
indirect  expense,  of  course,  is  stations  cost  and  other 
G&R. 

In  predicting  we  have  related  the  station  cost  to  the 
frequency  of  service. 

In  other  words,  we  have  charted  it  on  past  experience 
of  the  total  station  costs  related  to  the  number  of  depar¬ 
tures  at  that  station.  In  that  way  we  are  able,  we  believe, 
to  predict  with  a  reasonable  amount  of  accuracy  the  ex¬ 
pected  station  cost. 

Mr.  Lee:  I  have  always,  ever  since  the  bureau  counsel 
have  been  taking  that  formula,  believed  it  is  phoney.  Here 
is  a  case  where  you  take  it  and  apply  it  against  actual  ex¬ 
perience  in  operation  and  come  out  and  try  to  make  me 
believe  that  one  is  cheaper  than  the  other,  although  any 
unit  of  operation  of  production  you  take,  one  carrier  is 
cheaper  than  the  other. 

So  you  take  your  ground  and  multiply  it  by  certain  num¬ 
bers.  You  did  it  in  other  cases.  You  did  it  in  the  106 
cases,  and  came  out  with  figures  that  I  raised  a  question 
about  which  others  may  accept. 

Here  is  a  case  in  point  where  you  try  to  make  people 
believe  that  it  costs  more  although  one  of  them  in  any  unit 
you  take  has  lower  cost. 

Mr.  Adams:  Mr.  Chairman? 

1629  Mr.  Gurney:  Mr.  Adams. 

Mr.  Adams :  Bureau  Counsel,  it  is  your  contention 
that  the  proposals  of  Lake  Central  to  offer  two  round 
trips  a  day  over  this  segment  will  cost  the  government 
less  money  than  North  Central’s  proposal  in  this  case  to 
operate  three  round  trips;  is  that  correct? 

Mr.  Deegan:  Yes,  sir;  and  also  cheaper  to  operate  two 
round  trips. 

Mr.  Lee:  Anybody  knows  that. 

Mr.  Adams:  That  is  the  answer  they  are  giving. 

Mr.  Lee:  No,  I  specifically  said  for  the  same  amount  of 
service. 
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Mr.  Adams:  But  they  didn’t. 

Mr.  Gurney:  For  the  record  I  think  the  bureau  counsel 
has  already  stated  that  for  two  round  trips  for  Lake  Cen¬ 
tral  it  will  be  $145,853;  for  North  Central  for  trwo  round 
trips  bureau  counsel  has  figured  it  would  be  $193,035.  Is 
that  correct? 

Mr.  Deegan :  Yes,  sir. 

Mr.  Gurney:  A  little  bit  higher  cost  is  your  statement 
to  us  for  North  Central  for  two  trips  than  for  Lake  Cen¬ 
tral? 

Mr.  Deegan:  Yes,  sir. 

Mr.  Lee:  Do  you  still  stay  by  that? 

Mr.  Deegan:  Yes,  sir. 

1630  Mr.  Lee:  How  do  you  prove  it  if  each  unit  of  op¬ 
eration  costs  less,  how  can  you  total  it  up  that  way? 

Mr.  Deegan:  I  do  not  feel  I  can  say  anything  further 
than  what  has  been  said. 

Mr.  Lee:  Mr.  Chairman,  I  would  not  have  made  a  point 
of  it,  but  it  has  come  up  in  every  one  of  these  feeder  cases 
for  the  last,  I  don’t  know  how  many  months.  Bureau 
counsel  has  taken  that  formula  and  tried  to  argue  down 
against  the  facts  of  actual  operation,  actual  experience. 
I  have  had  to  write  dissenting  opinions  trying  to  answer 
them. 

######•##:* 

1654  Oral  Argument  of  Mr.  Charles  S.  Rhyne,  on  Be¬ 
half  of  the  City  of  Kalamazoo,  Michigan 

Mr.  Rhyne:  Mr.  Chairman  and  members  of  the  Board: 
The  City  of  Kalamazoo  appears  here  in  support  of  the  find¬ 
ings  and  conclusions  of  the  Examiner  with  respect  to  local 
service  to  Kalamazoo  through  the  Kalamazoo  Airport. 

I  would  like  to  say  at  the  very  outset,  as  one  who  has 
participated  in  an  awful  lot  of  administrative  hearings  here 
for  many,  many  years,  that  I  have  never  seen  an  Examiner 
conduct  himself  in  a  more  judicious  way  or  make  a  more 
careful  inquiry  into  the  facts  as  the  Examiner  did  in 
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this  case.  I  think  he  has  found  the  facts  and  I  think  those 
are  the  facts  which  should  govern  the  decision  of  this 
Board  with  respect  to  the  City  of  Kalamazoo. 

When  I  am  speaking  of  facts,  I  would  like  to  say  to 
the  Board  that  the  City  of  Kalamazoo  compiled  seven 
extensive  exhibits  and  presented  four  witnesses  at 

1655  record  pages  400  to  513  to  give  the  Board  the  facts 
as  to  the  past  use  of  air  travel  in  the  City  of  Kala¬ 
mazoo  and  as  to  future  potentials. 

I  especially  think  if  the  Board  will  examine  those  pages 
of  the  record,  and  those  exhibits,  you  will  find  that  it  is 
in  the  public  interest  that  this  service  be  initiated  in  the 
way  indicated  by  the  Examiner. 

Now,  the  Examiner  with  respect  to  Kalamazoo  has  this 
to  say: 

“Kalamazoo  is  located  midway  between  Detroit  and  Chi¬ 
cago.  It  is  the  principal  industrial  and  commercial  center 
for  Southwestern  Michigan.” 

He  had  a  lot  of  other  things  to  say  about  Kalamazoo, 
but  I  did  want  to  emphasize  the  fact  that  the  City  of 
Kalamazoo  is  the  principal  industrial  and  commercial  cen¬ 
ter  for  this  area  of  Michigan. 

The  record  is  replete  wdth  facts  as  to  the  national  de¬ 
fense  industries  which  are  located  there.  It  is  a  heavily 
industrialized  area.  They  generate  an  awful  lot  of  avia¬ 
tion  business  now  and  you  find  facts  in  the  record  like  this, 
there  has  been  a  five  hundred  percent  increase  in  bank 
deposits  and  assets  in  the  last  ten  years. 

The  telephone  and  postal  receipts  have  more  than 
doubled  in  that  time. 

You  have  a  terrific  increase  in  the  whole  overall 

1656  national  defense  picture  with  these  government  in¬ 
spectors  and  Air  Force  inspectors  coming  and  going 

from  Kalamazoo  all  the  time. 

We  have  presented  all  those  facts  in  the  record  so  I 
won’t  dwell  on  them  here  at  great  length. 

Now,  Kalamazoo  has  a  very  excellent  airport  which  can 
accommodate,  and  does  now  accommodate,  DC-3  aircraft. 
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It  is  true  that  that  airport  does  not  accommodate  Convair 
aircraft  at  this  time. 

I  would  like  to  say  with  respect  to  the  present  socalled 
trunkline  service  through  Battle  Creek  Airport,  that  it  is 
uncontradicted  on  this  record  that  fifty  to  sixty  percent 
of  all  the  traffic  that  moves  out  of  Battle  Creek  Airport 
comes  from  Kalamazoo. 

Novr,  I  would  like  to  give  the  Board  some  other  facts 
with  respect  to  Kalamazoo,  facts  which  I  think  are  inter¬ 
esting  and  important,  to  show  the  amount  of  business  which 
will  be  generated  there. 

Mr.  Lee:  Give  me  that  again.  What  percent  did  you 
say  the  record  said? 

Mr.  Rhyne:  Fifty  to  sixty  percent.  On  page  15.  The 
record  shows  that  fifty  to  sixty  percent  of  the  traffic  now 
being  handled  at  the  Kellog  Airport  at  Battle  Creek  is 
generated  or  destined  to  Kalamazoo. 

Mr.  Lee:  What  page? 

Mr.  Rhyne:  Page  15  of  the  Examiner’s  report. 
1657  “All  the  airline  applicants” — this  also  is  quoting 
the  Examiner: 

“concede  that  service  to  the  Kalamazoo  Airport  is  eco¬ 
nomically  feasible  and  all  express  a  willingness  to  render 
such  service.” 

Now,  with  respect  to  the  existing  service  and  potential, 
the  Examiner  also  found,  and  these  are  findings  based  on 
facts  that  we  have  presented  in  the  record — this  is  not 
speculation — that  there  are  seventeen  thousand  people  who 
in  1953  traveled  by  rail  to  either  Detroit  or  Chicago  to 
make  air  connections  because  of  the  one  round  trip  per  day 
now  that  really  does  not  provide  the  service  which  Kala¬ 
mazoo  requires. 

We  have  evidence  in  the  record  to  show  that  it  takes 
almost  approximately  two  hours,  because  of  the  traffic  con¬ 
ditions,  to  travel  twenty-three  miles  from  Kalamazoo  to 
Battle  Creek  Airport  now  and  that  the  cost  of  taxi  fare 
is  $9.37  to  $11.58  one  way,  and  round  trip  $17.83  to  $21.85. 


So  you  see  that  is  not  a  very  economical  setup  and 
would  naturally  discourage  the  use  of  the  air  port  there 
for  air  travel. 

Then  there  is  another  very  important  thing  shown  in 
the  record.  We  have  all  this  defense  industry  and  some 
of  them  testified  in  the  record  that  what  they  have  to  do 
is  have  cars  at  Willow  Run  or  at  Chicago  to  trans- 

1658  port  their  executive  personnel  back  into  Kalamazoo. 

The  testimony  of  the  Borg-Warner  people  was 
that  they  spend  five  thousand  dollars  a  year  just  on  that 
alone,  and  they  estimate  they  lose  over  two  thousand  hours 
of  executive  time  because  the  planes  will  bring  their  people 
in  from  New  York  or  Washington  into  Willow  Run,  say, 
eight  o’clock  at  night  and  there  is  no  way  to  make  con¬ 
nection  because  the  onlv  flight  that  moves  out  of  Detroit 
leaves  there,  I  believe  it  is  11 :57  in  the  morning. 

So  you  have  those  facts  which  show  that  the  present  serv¬ 
ice  to  Kalamazoo,  a  place  that  can  generate  we  believe  an 
awful  lot  of  air  traffic,  is  not  adequate. 

One  other  factor  I  would  like  to  call  to  the  Board’s  at¬ 
tention  is  also  found  by  the  Examiner  on  page  17  of  his 
report  and  that  is  this: 

During  1953  there  were  327  inbound  charters  at  Kala¬ 
mazoo,  with  681  passengers,  and  545  outbound  charters 
carrying  602  passengers,  or  a  total  of  1,283  compared  with 
twenty-nine  inbound  charters  at  Kellog  Field,  with  thirty- 
nine  passengers  and  fifty-seven  outbound  charters  with 
eighty-four  passengers,  or  a  total  of  123. 

Now,  I  say  that  that,  that  an  airport  that  can  generate 
1,283  charter  passengers  under  these  circumstances,  be¬ 
cause  of  all  of  the  industry  and  everything  that  surrounds 
it,  can  generate  an  awful  lot  of  air  business  and  we 

1659  feel  that  it  is  important  that  this  service  be  a  local 
service. 

We  support  the  finding  of  the  Examiner  there  and  the 
suspension  of  American,  and  we  have  many  other  facts 
compiled  in  the  record  which  overwhelmingly  support  the 
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importance  of  service  to  Kalamazoo,  at  Kalamazoo  Air¬ 
port. 

Representatives  of  industry  came  in  and  said  that  they 
could  not  move  air  freight,  air  mail,  and  important  people 
in  and  out;  they  felt  stifled.  There  were  some  who  used 
the  term  “economic  starvation  of  the  Kalamazoo  Area”, 
because  they  didn’t  have  air  service.  They  need  it  in 
today.  • 

I  think  the  business  impediment  and  disadvantage  that 
those  outstanding  businessmen  related  in  this  record  show 
beyond  question  that  they  are  entitled  to  and  can  support 
this  local  air  service  in  Kalamazoo.  They  show  not  only 
that  they  prefer  this  local  service,  but  that  it  will  be  profit¬ 
able. 

Now,  with  respect  to  bureau  counsel’s  statement  about 
delay,  we  think  that  service  to  Kalamazoo  has  been  too 
long  delayed  and  that  this  Board’s  duty,  as  I  have  always 
understood  it,  is  to  provide  air  service,  not  deny  it. 

Mr.  Denny:  Your  time  is  just  about  up. 

Mr.  Rhyne:  May  I  say,  then,  in  so  far  as  the  City  of 
Kalamazoo  is  concerned,  they  feel  that  the  facts  which 
they  have  presented,  and  they  came  here  and  sat  here 
throughout  this  whole  hearing,  and  cross-examined  all  the 
witnesses  and  presented  all  this  testimony,  show 
1660  that  it  is  in  the  public  interest  that  this  service  be 
initiated  at  Kalamazoo  Airport,  and  at  the  earliest 
possible  time. 

Mr.  Lee:  You  have  north-south  service,  don’t  you? 

Mr.  Rhyne:  With  Lake  Central.  Of  course,  as  the 
Senator  can  well  realize,  there  was  some  reference  to  using 
that  to  go  to  New  York.  You  are  not  going  to  go  clear 
back  to  South  Bend  to  go  to  New  York,  using  that. 

Mr.  Denny:  Thank  you. 
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1692  Docket  No.  6411,  et  al. 

Decided:  February  28,  1955 

Opinion 

By  the  Board: 

This  proceeding  presents  for  our  consideration  the  ques¬ 
tion  whether  we  should  temporarily  suspend  the  certificate 
authority  of  American  Airlines,  Inc.,  on  route  No.  7 

1693  to  serve  South  Bend,  Ind.,  Kalamazoo,  Battle  Creek, 
Jackson  and  Ann  Arbor,  Mich.,  and  to  substitute 

therefor  a  local  service  route  segment  between  Chicago 
HI.,  and  Detroit,  Mich.,  via  these  points,  to  be  served  by 
Lake  Central  Airlines,  Inc.  (Lake  Central),  North  Central 
Airlines,  Inc.  (North  Central),  or  Ozark  Air  Lines,  Inc. 
(Ozark).1 

After  public  hearing,  Examiner  Curtis  C.  Henderson 
issued  an  Initial  Decision  in  which  he  recommended  that 
North  Central  be  certificated  to  serve  the  route  segment 
described  above  until  September  30,  1955, 2  and  that  Amer¬ 
ican’s  authorization  should  be  temporarily  suspended  dur¬ 
ing  North  Central’s  certification.  Exceptions  to  the  Initial 
Decision  have  been  filed  by  Lake  Central,  Ozark,  Bureau 
Counsel,  the  Aeronautics  Commission  of  Indiana  and  the 
Board  of  Aviation  Commissioners  of  Kokomo,  Ind.3  The 
Board  has  heard  oral  argument,  and  the  case  now  stands 
submitted  for  decision. 

Upon  consideration  of  the  entire  record  we  find  that  we 
are  in  accord  with  the  Examiner’s  basic  conclusions.  Ac¬ 
cordingly,  we  will  adopt  as  our  own,  except  as  modified 
herein,  the  findings,  conclusions  and  recommendations  of 
the  Examiner  in  his  Initial  Decision,  which  is  attached 
hereto  as  an  appendix. 

1  Ozark  also  seeks  to  serve  Gary,  Ind. 

2  North  Central ’s  entire  certificate  expires  by  its  terms  on  this  date. 

3  All  filed  briefs  to  the  Beard  except  the  Aviation  Commissioners  of  Kokomo. 
The  City  of  Battle  Creek,  while  not  filing  exceptions,  filed  a  brief  to  the  Board 
attacking  the  Examiner’s  conclusions.  North  Central  and  the  City  of  Kala¬ 
mazoo  filed  briefs  in  support  of  the  Initial  Decision  while  American  relied 
upon  its  brief  to  the  Examiner  in  support  of  the  Initial  Decision. 
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1694  Many  of  the  exceptions  to  the  Initial  Decision  re¬ 
late  to  the  choice  of  North  Central  over  Lake  Cen¬ 
tral  and  Ozark  to  operate  the  local  service  in  question. 
The  Examiner  concluded  that  North  Central  should  be 
selected  primarily  because  (1)  service  could  be  provided 
by  that  carrier  at  less  cost  to  the  carrier  and  to  the  Gov¬ 
ernment,  (2)  service  could  be  instituted  promptly,  due  to 
North  Central’s  better  financial  position,  and  (3)  this  route 
will  best  integrate  with  the  carrier’s  present  system.  In 
challenging  the  selection  of  North  Central,  Lake  Central 
argues,  inter  alia ,  (a)  that  the  route  would  integrate  better 
•with  Lake  Central’s  route,  both  from  a  traffic  operational 
standpoint,  (b)  Lake  Central  could  provide  the  service  at 
less  cost  than  North  Central,  and  (c)  that  Lake  Central 
could  inaugurate  the  service  it  seeks  as  promptly  or  more 
promptly  than  North  Central.  We  have  examined  these 
contentions  and  find  that  we  are  unable  to  agree  with  any 
of  them. 

We  agree  with  the  Examiner  that  North  Central  could 
inaugurate  service  more  promptly  than  Lake  Central.  The 
record  clearly  shows  that  North  Central  is  in  a  better 
position  to  finance  the  introduction  of  service.  The  bal¬ 
ance  sheets  for  the  two  carriers  as  of  Deecmber  31,  1954, 
show  Lake  Central  with  a  net  worth  of  only  $11,219  as 
against  a  net  worth  of  $730,582  for  North  Central.  For 
the  same  period,  Lake  Central’s  negative  working  capital 
totaled  $368,529  as  against  North  Central’s  negative  work¬ 
ing  capital  of  $26,453.  The  latter  figure  reflects  a  sig¬ 
nificant  improvement  in  North  Central’s  financial  picture, 
since  that  carrier  on  March  31,  1954,  had  a  negative  -work¬ 
ing  capital  of  $780,869.  The  evidence  is  clear  that  North 
Central  has  substantial  credit  commitments  available  to 
meet  its  estimated  requirement  of  $170,759  to  inaugurate 
its  service.  While  Lake  Central  is  financially  fit  to  oper¬ 
ate  the  service,  its  relative  weakness  in  this  regard  would 
interfere  with  starting  the  service  as  quickly  as  North  Cen¬ 
tral. 
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Aside  from  its  superior  financial  condition  in  relation  to 
Lake  Central,  North  Central’s  existing  operations 
1695  afford  an  advantage  over  Lake  Central  in  the  ability 
to  inaugurate  service  promptly.  North  Central  is 
already  established  at  the  Detroit  and  Chicago  terminals 
where  most  of  the  traffic  will  be  handled.  The  record  shows 
that  97  percent  of  route  7  traffic  moves  to  or  from  Detroit 
and  Chicago.  North  Central  is  the  only  applicant  with 
station  facilities  at  Detroit  and  the  only  one  with  exten- 
sive  facilities  at  Chicago.  North  Central’s  Chicago  facili¬ 
ties  include  a  large  traffic  office,  a  central  reservation  con¬ 
trol,  and  a  hangar.  In  contrast,  Lake  Central  has  no 
facilities  of  its  own  at  Cliicago,  since  Northwest  Airlines 
handles  its  operations  there.  It  is  clear  that  North  Cen¬ 
tral’s  traffic  facilities  at  Chicago  are  far  superior  to  the 
facilities  of  Lake  Central  for  handling  the  large  volume 
of  traffic  that  would  come  from  the  route  7  points.  The 
fact  that  Lake  Central  already  has  station  facilities  at 
Chicago,  South  Bend  and  Kalamazoo  is  significant,  as 
pointed  out  by  Lake  Central,  but  does  not  counterbalance 
the  other  factors  mentioned  above,  pointing  to  earlier 
service  by  North  Central. 

With  respect  to  the  cost  of  service,  Lake  Central  relies 
upon  Bureau  Counsel’s  forecasts  which  were  presented 
to  the  Examiner  wherein  the  annual  cost  for  service  was 
estimated  on  the  basis  of  two  daily  round  trips  at  $154,- 
853  for  Lake  Central  and  $193,035  for  North  Central. 
However,  the  Examiner  preferred  to  rely  upon  the  Board’s 
Comparative  Selected  Data  for  Local  Service  Carriers 
for  the  12  months  ended  June  30,  1953.  Such  data  show 
Lake  Central’s  total  operating  expenses  per  revenue  plane 
mile  as  135.34  cents,  whereas  North  Central’s  total  operat¬ 
ing  expenses  per  revenue  plane  mile  were  115.79  cents. 
Lower  costs  for  North  Central  are  also  found  in  the  data 
for  the  12  months  ended  June  30,  1954,  which  show  the 
total  operating  expense  per  revenue  plane  mile  for  Lake 
Central  at  121.73  cents  compared  with  113.78  cents  for 
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North  Central.  We  are  convinced  that  the  data  relied  upon 
by  the  Examiner,  as  well  as  the  more  recent  data,  fully 
confirm  the  soundness  of  the  Examiner’s  conclusions  rela¬ 
tive  to  costs. 

1696  On  the  matter  of  integration  with  existing  routes, 
Lake  Central  claims  superiority  on  the  grounds  that 

(a)  the  one-carrier  services  allegedly  available  under  North 
Central’s  proposal  are  based  on  unreliable,  spurious  and 
misleading  exhibits  of  North  Central,  (b)  recent  air  traffic 
survey  figures  prove  that  Lake  Central  would  offer  more 
one-carrier  service  to  historic  air  traffic  than  North  Cen¬ 
tral,  (c)  air  traffic  between  Kokomo-Logansport-Peru  and 
Detroit  alone  would  exceed  the  total  traffic  between  route 
7  cities  and  North  Central  points  not  now  provided  such 
service,  and  (d)  the  route  No.  7  segment  is  located  well 
within  Lake  Central’s  territory,  in  Lake  Central’s  back¬ 
yard,  and  will  be  better  and  more  efficiently  served  by  Lake 
Central. 

It  is  apparent  from  these  contentions  that  Lake  Central 
is  placing  an  over-emphasis  on  historic  traffic  and  is  under- 
emphasizing  the  importance  of  single-plane  service.  The 
evidence  shows  that  North  Central  wTould  offer  more  single¬ 
plane  service  to  residents  of  the  intermediate  points;  and 
with  such  service  we  are  confident  that  North  Central 
would  be  able  to  generate  more  traffic  than  Lake  Central. 
North  Central  operates  forty-eight  flights  daily  to  and 
from  Chicago.  Such  a  frequency  of  schedules  offers  con¬ 
siderable  opportunity  for  North  Central  to  tailor  its  sched¬ 
ules  so  as  to  provide  single  plane  service  between  route  7 
points  and  points  on  North  Central’s  system  such  as 
Madison,  Milwaukee  and  Minneapolis.  This  is  not  to  say 
that  single-carrier  service  by  Lake  Central  between  points 
on  its  existing  route  and  route  No.  7  points  would 

1697  not  be  a  significant  improvement  over  the  service  now 
available  to  the  public.  But  such  an  improvement, 

in  the  circumstances  of  this  case,  would  not  compare  in 
importance  to  the  single-plane  services  that  North  Central 
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would  provide.  Even  assuming  that  North  Central’s  ex¬ 
hibits  regarding  across  the  lake  service  are  overly  optimis¬ 
tic,  this  does  not  negative  the  fact  that  North  Central 
would  be  in  an  excellent  position  to  offer  single-plane 
service  across-the-lake  by  routing  its  planes  through  Chi¬ 
cago.  On  balance,  we  conclude  that  North  Central  would 
offer  more  significant  service  improvements  and  generate 
more  traffic.4 

Ozark  has  also  challenged  the  selection  of  North  Central 
to  operate  the  new  segment.  Ozark  claims,  among  other 
things,  that  it  made  a  far  better  showing  financially  than 
the  other  applicants.  Ozark  contends  that  it  has  on  hand 
all  of  the  flight  equipment  needed  to  operate  the  new’  seg¬ 
ment,  as  w’ell  as  the  necessary  personnel  and  the  equipment 
needed  for  five  complete  stations.  In  the  light  of  its  current 
financial  status,  Ozark  argues  that  it  is  in  a  position  to 
start  service  immediately.  In  contrast,  it  is  claimed  that 
North  Central  must  purchase  additional  equipment  for  the 
route,  and  that  such  purchase  will  exhaust  North  Central’s 
capital  and  seriously  affect  its  operations. 

1698  While  North  Central  does  propose  to  purchase 
new’  equipment,  these  equipment  purchases  w’ould 
not  adversely  affect  that  carrier’s  operations.  There  is 
ample  evidence  in  the  record  showing  that  North  Central 
w’ill  be  able  to  make  the  necessary  financial  arrangements 
to  secure  its  equipment  without  jeopardy  to  its  existing 
operations  or  to  the  inauguration  of  the  new  services. 

We  agree  that  Ozark  could  institute  the  proposed  serv¬ 
ice  promptly  and  efficiently  but,  as  the  Examiner  noted,  it 
would  be  necessary  for  the  carrier  to  establish  ground 
services  at  Detroit  and  all  the  intermediate  points,  and  to 
enlarge  its  services  at  Chicago.  This  is  to  be  contrasted 

4  We  are  cognizant  of  the  fact  that  North  Central  will  not  be  able  to  offer 
single-carrier  service  between  Kokomo-Logansport-Peru  and  Detroit.  However, 
our  decision  herein  wrill  make  possible  an  improved  connecting  service,  since 
Lake  Central  will  connect  with  North  Central  at  both  Kalamazoo  and  South 
Bend  (whereas  American’s  service  to  Kalamazoo  is  through  the  Battle  Creek 
Airport),  and  North  Central  will  operate  more  frequencies  over  the  Chicago- 
Detroit  segment  than  are  presently  operated  by  American. 


with  North  Central’s  presently  established  bases  at  both 
Chicago  and  Detroit,  which  are  the  two  most  important 
stations  on  the  route.  Although  we  recognize  that  North 
Central’s  advantage  over  Ozark’s  is  not  great  in  terms  of 
promptness  in  inaugurating  service,  we  believe  that  a 
definite  advantage  does  exist. 

In  comparing  the  relative  fitness  of  North  Central  and 
Ozark,  Ozark  asserts  that  it  has  presented  a  sounder  op¬ 
erational  plan  in  that  Ozark  initially  proposes  only  two 
daily  round  trips  whereas  North  Central  shows  plans  for 
three  daily  round  trips.  Contending  that  North  Central’s 
estimates  of  revenues  are  excessive,  Ozark  argues  that 
North  Central  has  failed  to  show  convincing  evidence  that 
more  than  two  round  trips  will  be  required  during  the 
first  two  years  of  operations. 

1699  We  find  that  we  are  unable  to  accept  Ozark’s 
claim  to  a  superior  operational  plan.  Whether 
North  Central  should  initially  institute  service  with  two 
or  three  daily  round  trips  is  a  matter  that  will  lie  in  the 
hands  of  the  carrier’s  management.  Apart  from  the  gen¬ 
eral  policy  of  the  Board  which  normally  favors  the  initial 
operation  of  two  round  trips  daily  on  a  local  service  seg¬ 
ment,  the  Board  does  not  undertake  to  decide  for  manage¬ 
ment  the  precise  level  of  its  operations.  Management 
must  take  the  responsibility  for  determining  for  itself 
whether  the  quantum  of  service  it  will  offer  will  be  con¬ 
sistent  with  honest,  economical  and  efficient  management 
so  as  to  be  entitled  to  subsidy  support  under  section  406 
of  the  Act.  At  this  juncture  of  the  present  proceeding  we 
are  only  called  upon  to  explore  the  proposed  plans  of  op¬ 
erations  by  the  individual  applicants  in  order  to  assay 
the  relative  fitness  of  the  applicants  and  the  prospects  for 
successful  operation  of  the  route.  Viewed  in  this  context, 
we  find  no  merit  in  Ozark’s  argument  that  it  has  presented 
a  superior  operational  plan. 

Ozark  also  contends  that  if  the  Board  selects  North 
Central,  the  Board  will  be  gambling  on  the  possibility  of 


North  Central  generating  at  least  200,000  more  passenger 
miles  per  year  than  either  Ozark  or  Lake  Central  from 
the  carriage  of  across-the-lake  passengers.  In  this  con¬ 
nection,  Ozark  urges  that  there  has  been  little  historical 
air  traffic  between  intermediate  points  on  route  No.  7,  and 
North  Central  cities  across  the  lake.  We  believe  that 
Ozark  has  misconceived  the  bases  of  the  Examiner’s  rec¬ 
ommendation.  In  choosing  North  Central  to  op- 
1700  erate  the  route,  we  do  not  do  so  on  the  assumption 
that  North  Central  will  be  able  to  generate  across- 
the-lake  traffic  to  the  extent  estimated  in  its  exhibits. 
And,  as  noted  above,  we  do  not  assume  for  the  purposes 
of  this  decision,  that  North  Central  will  initially  operate 
three  round  trip  schedules.  It  is  sufficient  for  us  that 
North  Central  will  be  able  to  render  single-plane  service 
to  and  from  points  across  the  lake  by  merely  extending 
its  Chicago-Detroit  schedules  beyond  Chicago.  Through 
this  single-plane  service,  North  Central  will  be  able  to 
offer  new  single-plane  sendee  which  should  generate  sub¬ 
stantial  additional  traffic. 

Ozark  has  also  argued  that  North  Central  has  less  need 
for  the  Chicago-Detroit  segment  than  has  either  Ozark  or 
Lake  Central.  According  to  Ozark,  the  future  of  North 
Central  is  assured  if  it  continues  to  exploit  the  Milwaukee- 
Chicago  and  Twin  Cities-Chicago  markets.  Ozark  points 
out  that  the  addition  of  the  Chicago-Detroit  route  segment 
to  its  own  system  would  strengthen  Ozark  in  its  efforts 
toward  achievement  of  reasonable  costs  to  the  Govern¬ 
ment  in  relation  to  the  service  it  operates.  Bureau  Coun¬ 
sel  has  also  advanced  arguments  suggesting  that  Lake 
Central  should  be  selected  because  it  will  benefit  most  by 
the  route  extension. 

If  the  selection  of  carrier  in  this  case  were  to  turn  upon 
the  carrier’s  needs  alone,  we  would  agree  with  Bureau 
Counsel’s  contention  that  Lake  Central  would  benefit  most 
from  the  route.  However,  in  appraising  the  overall  public 
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interest  in  this  case,  we  are  convinced  that  the 

1701  benefits  that  would  inure  to  Lake  Central  are  out¬ 
weighed  by  the  other  public  benefits  that  would  flow 

from  the  choice  of  North  Central.  As  already  noted,  the 
award  to  North  Central  will  result  in  superior  integration 
from  both  a  traffic  and  operational  standpoint.  Further¬ 
more,  the  prospects  of  generating  across-the-lake  traffic  by 
a  single-plane  service  are  so  promising  that  we  believe 
that  they  will  enhance  the  prospects  for  a  profitable  op¬ 
eration  of  the  new  segment,  while  at  the  same  time  afford¬ 
ing  significant  benefits  to  the  traveling  public.  In  the 
light  of  these  factors,  including  North  Central’s  superior 
ability  to  inaugurate  service  promptly,  we  are  convinced 
that  the  broader  public  interest  in  this  case  lies  in  the 
choice  of  North  Central. 

American  contends  that  the  local  service  carrier  se¬ 
lected  should  not  be  required  to  serve  all  intermediate 
points  on  all  flights,  since  the  intermediate  points  are  not 
equal  in  passenger-generating  ability.  However,  Ameri¬ 
can  urges  that  in  order  to  avoid  competition  with  the 
trunkline  service  offered  by  American,  Capital  and  United 
between  Chicago  and  Detroit,  that  the  local  service  car¬ 
rier  should  be  required  to  serve  a  minimum  of  two  inter¬ 
mediate  points  on  each  flight.  North  Central’s  certificate 
now  provides  that  it  stop  at  each  intermediate  point  on 
the  segment  on  each  trip  between  the  points  of  origin  and 
destination,  except  at  such  point  or  points  to  which  the 
holder  provides  two  round  trips  a  day,  in  which  case,  such 
point  or  points  may  be  omitted  on  any  additional  trip 
scheduled  on  the  segment.  In  order  to  remove  any  con¬ 
cern  regarding  the  possibility  of  competitive  non- 

1702  stop  service  being  offered  by  North  Central  and  the 
present  trunk  carriers,  we  are  imposing,  in  addition 

to  the  present  restrictions  set  forth  above,  the  further 
restriction  in  North  Central’s  certificate  that  service  be 
provided  to  at  least  one  intermediate  point  on  flights  be¬ 
tween  Chicago  and  Detroit. 


We  have  considered  the  remaining  exceptions  and  find 
them  without  merit. 

In  view  of  the  foregoing  and  upon  consideration  of  the 
entire  record,  we  find: 

1.  That  the  public  convenience  and  necessity  require 
amendment  of  the  certificate  held  by  North  Central  Air¬ 
lines,  Inc.,  for  its  route  No.  86  so  as  to  authorize  service 
between  the  terminal  points  Chicago,  Ill.,  and  Detroit, 
Mich.,  via  the  intermediate  points  South  Bend,  Ind.,  Kala¬ 
mazoo,  Battle  Creek,  Jackson  and  Ann  Arbor,  Mich.,  until 
September  30,  1955. 

2.  That  the  public  convenience  and  necessity  require 
that  the  authority  held  by  American  Airlines,  Inc.,  to 
serve  South  Bend,  Ind.,  Kalamazoo,  Battle  Creek,  Jackson 
and  Ann  Arbor,  Mich.,  as  intermediate  points  between 
Chicago,  Ill.,  and  Detroit,  Mich.,  on  route  No.  7  should  be 
temporarily  suspended  during  the  period  such  interme¬ 
diate  points  are  authorized  for  service  by  North  Central, 
as  set  forth  in  paragraph  1  above. 

3.  That  North  Central  is  a  citizen  of  the  United  States 
within  the  meaning  of  the  Act,  and  is  fit,  willing  and  able 
properly  to  perform  the  air  transportation  described  in 

paragraph  1  above,  and  to  conform  to  the  provi- 

1703  sions  of  the  Act,  and  the  rules,  regulations  and  re¬ 
quirements  of  the  Board  thereunder. 

4.  That  the  applications  consolidated  herein  in  all  other 
respects  should  be  denied  and  the  investigation  instituted 
by  the  Board  by  Order  No.  E-7S99  should  be  terminated. 

An  appropriate  order  will  be  entered. 

Gurney,  Acting  Chairman,  Denny  and  Lee,  Members  of 
the  Board,  concurred  in  the  above  opinion.  Adams,  Mem¬ 
ber,  filed  the  attached  concurring  and  dissenting  opinion. 

1704  ADAMS,  Member,  Concurring  and  Dissenting : 

I  concur  in  the  decision  of  the  majority  which  replaces 
American  Airlines’  service  at  intermediate  points  between 
Chicago  and  Detroit  with  local  air  carrier  service.  I  must 
disagree,  however,  with  the  majority’s  selection  of  North 
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Central  Airlines  rather  than  Lake  Central  to  render  this 
new  local  service  since  I  believe  that  the  majority’s  selec¬ 
tion  of  North  Central  is  inconsistent  not  only  with  the 
further  development  of  our  local  air  carrier  program  and 
particularly  with  Lake  Central’s  further  progress;  but 
also  is  inconsistent  with  the  best  interests  of  the  30,000,000 
people  in  the  area  served  by  North  Central  and  Lake  Cen¬ 
tral  in  the  north  central  United  States. 

In  the  balance  of  this  opinion  I  shall  indicate  the  factual 
bases  for  my  concurring  and  dissenting  views. 

The  Need  for  Local  Service 

I  agree  with  the  majority  as  to  the  transfer  of  the  cities 
of  South  Bend,  Kalamazoo,  Battle  Creek,  Jackson  and  Ann 
Arbor — points  between  Chicago  and  Detroit  on  American 
Airlines’  route  7 — from  trunkline  to  local  air  carrier 
service.  There  has  been  a  trend  in  the  post-war  period 
toward  an  absolute  minimum  of  trunkline  service  to  rela¬ 
tively  small  cities,  particularly  where  those  cities  are  inter¬ 
mediate  points  between  large  traffic  centers  such  as  De¬ 
troit  and  Chicago  in  this  case.1  This  trend  toward  mini¬ 
mum  trunkline  service  is  both  natural  and  inevitable  as  a 
result  of  the  operation  by  the  trunks  of  larger  and  larger 
equipment.  In  1941,  the  dometic  trunklines  averaged  17.5 
seats  per  airplane,  whereas  in  the  fiscal  year  ended  June 
30,  1954,  the  trunks  averaged  51.1  seats  on  each  aircraft 
— a  threefold  increase  in  capacity  per  airplane  op- 
1705  erated.  In  September  1940,  with  one  daily  round 
trip  serving  Battle  Creek  and  an  average  of  2V2 
daily  round  trips  serving  South  Bend,  American  Airlines 
averaged  some  14  to  16  passengers  per  flight.2  Thirteen 
years  later  in  September  1953,  with  a  total  of  only  one 
daily  round  trip  serving  the  three  airports  of  South  Bend, 
Battle  Creek/Kalamazoo  and  Jackson,  American  averaged 

l  North  Central  Airlines,  Inc.,  Docket  No.  6915,  Order  Serial  No.  E-8934, 
dated  February  8,  1955,  Statement  of  Adams,  Member. 

-  Station  to  Station  Airline  Traffic  Survey,  Civil  Aeronautics  Board,  1941. 


only  some  16  to  18  daily  passengers.3  As  pointed  out  by 
American  Airlines  at  oral  argument  in  this  case,  another 
trunkline  serving  South  Bend  between  Chicago  and  Detroit 
gave  no  service  whatsoever  to  the  South  Bend-Detroit 
traveler  in  September  1953.  I  cite  these  figures  on  service 
and  traffic  simply  to  illustrate  what  can  happen  to  trunk¬ 
line  air  service  to  even  such  relatively  large  cities  as  these, 
with  25-mile  radius  populations  averaging  in  this  case 
about  200,000  people. 

This  trend  toward  lower  and  lower  frequency  of  trunk¬ 
line  service,  however  natural  and  inevitable  it  may  be, 
must  not  and  happily  need  not,  mean  any  loss  to  the  travel¬ 
ing  public  whose  interests  the  Civil  Aeronautics  Board  is 
charged  to  protect.  Our  local  air  service  carriers  can  and 
will  answer  this  public  need.  In  filling  this  hiatus  in 
trunkline  air  service,  the  local  air  carriers  will  undoubtedly 
insure  their  own  future  existence  and,  more  important, 
will  see  to  it  that  gaps  in  trunkline  service  do  not  redound 
to  the  detriment  of  the  traveling  public.  For  these  rea¬ 
sons  I  agree  with  the  majority  that  a  local  service  carrier 
should  be  substituted  for  American  Airlines  to  serve 
South  Bend,  Kalamazoo,  Battle  Creek,  Jackson  and  Ann 
Arbor. 

1706  Selection  of  Carrier 

In  selecting  North  Central  as  the  local  air  carrier  to 
serve  American  Airlines’  route  7  points  between  Detroit 
and  Chicago,  the  majority  in  my  opinion  has  failed  to  con¬ 
sider  the  future  needs  of  the  highly  populated  Michigan- 
Ohio-Indiana  area  for  local  air  service.  Of  lesser,  but 
nevertheless  significant  importance,  is  the  majority’s  re¬ 
fusal  to  recognize  Lake  Central’s  present  need  for  this 
route.  Such  refusal  is  contrary  to  the  best  interests  of 
that  carrier’s  future  and  is  inconsistent  with  the  Board’s 
own  policy  of  strengthening  a  weak  air  carrier  wherever 
possible  through  awards  of  economical  route  mileage.  By 


3  Examiner’s  Recommended  Decision,  page  10. 
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the  same  token  the  majority’s  action  necessarily  post¬ 
pones  the  attainment  of  self-sufficiency  by  Lake  Central — 
a  goal  which  the  majority  has  claimed  to  be  of  the  utmost 
importance  for  all  local  carriers  to  attain.  The  majority, 
furthermore,  is  convinced,  apparently,  that  North  Central 
will  generate  more  traffic  and  offer  significantly  greater 
service  improvements  than  Lake  Central  whereas  the  rec¬ 
ord  in  this  case  does  not  support  this  finding.  I  propose 
to  demonstrate  the  validity  of  these  statements  in  the  fol¬ 
lowing  portions  of  this  dissent. 

I  wish  it  clearly  understood  at  the  outset,  however,  that 
I  am  concerned  with  the  future  welfare  of  the  traveling 
public  in  Ohio,  Indiana,  and  southern  Michigan  to  a  con¬ 
siderably  greater  extent  than  I  am  concerned  with  the 
welfare  of  any  particular  local  air  carrier.  I  have  con¬ 
sistently  championed  the  local  service  experiment  because 
its  future  success  will  be  proportionate  to  the  adequacy  of 
service  which  it  brings  to  the  air  travelers  in  the  smaller 
communities  of  this  country.  As  should  be  clear  from  the 
following  factual  analysis,  nothing  that  I  say  is  to  be 
taken  as  detrimental  to  the  job  done  by  North  Cen- 
1707  tral  nor  is  it  to  be  interpreted  as  flattery  of  Lake 
Central  as  an  air  carrier. 

That  I  recognize  the  difference  between  these  two  car¬ 
riers  from  the  standpoint  of  their  operating  record  is 
clear  from  the  following  facts.  Appendices  3  and  4  (re¬ 
ferred  to  later  in  detail)  indicate  clearly  that  North  Cen¬ 
tral  has  achieved  an  enviable  position  among  our  local 
air  carriers  whereas  Lake  Central  has  not  done  nearly  as 
well.  In  a  recent  letter  to  Senator  Bricker  in  connection 
with  pending  legislation,  the  Civil  Aeronautics  Board  set 
forth  15  yardsticks  by  which  the  operating  results  of  our 
local  air  carriers  could  be  measured.  These  yardsticks 
measured  financial  operating  results,  traffic  density  and 
the  trend  of  carrier  progress  toward  a  self-sufficient  status. 
In  14  of  these  15  measurements,  North  Central  in  the  year 
ended  September  30,  1954,  made  a  favorable  showing.,  In 


contrast,  Lake  Central  made  a  favorable  showing  in  only 
six  of  the  measures.  North  Central’s  achievement  ranked 
it  number  two  with  Mohawk  Airlines  for  that  year,  just  one 
point  behind  Allegheny.  Lake  Central,  on  the  other  hand, 
with  a  favorable  showing  in  only  six  categories,  ranked 
number  13  among  our  15  local  air  carriers. 

North  Central’s  favorable  showing  in  this  latest  year 
was  also  better  than  its  rating  for  the  calendar  year  1953 
at  which  time  it  ranked  fourth,  tied  at  that  time  with 
Allegheny.  Again,  by  way  of  contrast,  Lake  Central  in 
the  latest  year  made  a  favorable  showing  in  one  more 
measure  than  it  had  in  1953,  but  due  to  the  simultaneous 
improvement  of  several  other  local  air  carriers  its  rela¬ 
tive  rank  among  the  15  carriers  actually  dropped  from 
12th  to  13th. 

I  cite  these  facts  to  make  it  clear  that  North  Central  is 
to  be  congratulated  for  the  record  achieved  over  its  present 
route  system.  On  the  other  hand,  as  I  shall  indi- 
1708  cate  later,  I  believe  that  Lake  Central’s  relatively 
poor  achievement  thus  far  in  terms  of  these  or  other 
measures  can  in  large  part  be  attributed  to  weaknesses 
of  route  structure  rather  than  to  anv  demonstrable  in- 
efficiency  or  lack  of  economy  of  its  present  management. 
Under  these  circumstances,  I  am  convinced  that  the  public 
interest  requires  the  strengthening  of  Lake  Central  as  a 
local  carrier  through  improvement  of  its  route  structure. 
Without  such  strengthening,  the  carrier’s  dependence  upon 
subsidy  mail  pay  support  will  undoubtedly  continue  to  in¬ 
crease  and  the  majority’s  decision  here  may  well,  there¬ 
fore,  be  the  first  step  toward  Lake  Central’s  disappear¬ 
ance  from  our  local  air  carrier  group. 

Population  of  the  Area 

The  population  of  the  states  served  by  Lake  Central 
and  North  Central  Airlines,  together  with  the  population 
of  Chicago — served  by  both  carriers — totals  almost  30,- 
000,000  people.4  This  large  a  population  will  obviously 


^  See  Appendix  No.  1. 
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support  the  services  of  two  local  air  carriers.  Relative 
to  the  population  served  on  the  average  by  each  of  our 
local  air  carriers,  that  which  is  available  for  Lake  Central, 
and  most  of  which  Lake  Central  already  serves,  requires 
the  continuance  of  Lake  Central  in  our  local  air  carrier 
group. 

As  shown  by  Appendix  No.  1,  the  populations  which,  in 
a  sense  at  least,  are  available  to  support  the  local  services 
of  nine  of  our  13  local  carriers  is  substantially  less  than 
that  similarly  available  for  Lake  Central.  Lake  Central’s 
routes  traverse  Ohio  and  Indiana  at  the  present  time,  the 
population  of  which  states  exceeds  11,800,000  people.  If 
the  25-mile  radius  population  of  Chicago  and  Pittsburgh 
which  the  carrier  serves  outside  these  states  is 
1709  added  to  this  figure,  Lake  Central7 s  routes  serve  a 
total  'population  of  more  than  19,000,000.  The  only 
other  local  air  carriers  whose  routes  tap  anything  like 
such  a  tremendous  population  are  Mohawk  and.  Alle¬ 
gheny. 

I  stress  these  population  figures  because  as  I  see  it,  they 
are  of  significantly  great  magnitude  but  have  not  received 
the  majority’s  serious  consideration.  The  figures  also  in¬ 
dicate,  it  seems  to  me,  that  Lake  Central’s  somewhat  un¬ 
favorable  operating  results  thus  far  are  accounted  for  by 
weaknesses  of  route  structure  rather  than  by  any  lack  of 
air  passenger  traffic  and  revenue  potential  in  the  area 
served.  It  also  follows,  I  believe,  that  unless  the  Board 
finds  Lake  Central’s  management  to  have  been  inefficient 
and  uneconomic  in  operating  its  present  routes  (and  thus 
far  in  mail  rate  cases,  we  have  made  no  such  finding)  it  is 
this  Board's  duty  to  improve  the  carrier's  route  structure 
as  the  opportunity  is  presented  to  us. 

Aside  from  the  population  in  the  general  area  served  by 
Lake  Central  there  are  cities  in  the  Ohio,  Indiana  and 
Michigan  area  which  at  the  present  time  receive  no  local 
air  service.  It  is  to  these  cities  that  the  Board  should  be 
looking  for  the  future  expansion  of  both  Lake  Central  and 
North  Central  Airlines.  Appendix  No.  2  lists  the  ten 
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largest  cities  in  these  three  states  which  are  presently 
served  only  by  trunklines  and  which  inevitably  at  some 
future  date  will  receive  local  air  service.  The  estimated 
1950  population  within  a  25-mile  radius  of  the  cities  ap¬ 
proximates  3,000,000  people.  Ample  opportunity  for  North 
Central’s  further  expansion  in  the  future  is  afforded  by 
the  cities  of  Flint,  Saginaw/Bay  City  and  Muskegon  if 
trunkline  service  deteriorates  to  those  points,  or  if  local 
air  service  is  required  for  other  reasons.  Without  the 
award  to  Lake  Central  of  Detroit,  Ann  Arbor,  Jackson 
and  Battle  Creek  in  this  case,  however,  and  the  integration 
of  these  points  with  South  Bend  and  Kalamazoo  (points 
already  on  Lake  Central’s  system)  this  carrier  has 
1710  little,  if  any,  opportunity  to  further  expansion. 

Without  such  an  opportunity  to  expand  its  routes  on 
an  economical  basis,  Lake  Central  will  continue  as  one  of 
our  highly  subsidized  carriers;  and  I  cannot  agree  that 
this  prospect  should  be  countenanced  complacently  by  this 
Board  when  in  this  case  a  corrective  step  could  be  taken 
by  us,  now. 

It  should  be  readily  apparent  that  the  best  way  for  this 
Board  to  insure  the  success  of  the  local  air  service  experi¬ 
ment — and  by  that  token  a  continuance  of  adequate  serv¬ 
ice  to  the  smaller  communities  in  the  country — is  to 
strengthen  at  every  opportunity  the  route  systems  of  the 
weaker  carriers  in  the  local  service  group.  Interestingly 
enough,  in  a  recent  opinion,  one  of  the  Members  of  the 
present  majority  stated  this  principle  very  concisely  and 
clearly : 

“No  matter  how  efficient  the  management  might  be,  if  a 
carrier  does  not  have  logical  terminals,  integrated  routes, 
and  a  sound  route  pattern,  it  is  impossible  to  produce  the 
maximum  traffic  at  a  minimum  cost.  I  believe  the  Board 
should  single  out  the  route  pattern  improvement  pro¬ 
posals  of  all  of  the  feeder  carriers,  one  after  another,  and 
expedite  them  until  each  local  service  carrier  has  the  most 
economical  feeder  route  pattern  which  can  possibly  be  de¬ 
vised  within  its  territory.”  3 

5  North  Central  Airlines,  supra,  Statement  of  Lee,  Member. 
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This  principle,  with  which  I  heartily  agree,  dictates  in 
this  case  the  award  of  the  Detroit-Chicago  local  service 
route  to  Lake  Central  rather  than  North  Central  Airlines. 
Lake  Central’s  Need  for  the  Route 
As  is  shown  in  Appendices  3  and  4,  Lake  Central  obvi¬ 
ously  has  a  greater  need  for  the  new  Detroit-Chicago  local 
service  route  than  does  North  Central.  The  figures  in  these 
appendices  clearly  show  that  North  Central  has 
1711  been  favored  by  this  Board,  through  the  past  few 
years,  with  continual  increases  in  high  density 
route  mileage.  The  result,  particularly  recently,  has  been 
greater  load  factors,  higher  revenues  and  less  dependence 
on  mail  subsidy  support.  The  carrier  has  done  a  com¬ 
mendable  job  in  controlling  costs  and  building  traffic,  but 
obviously  North  Central’s  efforts,  no  matter  how  great, 
would  have  been  ineffective  without  the  concomitant  route 
improvements  it  received. 

Lake  Central’s  experience  in  recent  years  has  been  con¬ 
siderably  less  fortunate.  In  addition  to  the  appendices 
already  mentioned,  the  following  figures  point  up  the  dis¬ 
parity  between  the  two  carriers  in  terms  of  growth  in  the 
very  important  index — traffic  density  per  station  served : 

Increase  from  Preceding  Year,  in.  Average  Rank  Among 
Passenger  Miles  per  Station  per  Day  15  Local  Air 


Year  Ended  Carriers,  Year 

Carrier 

1951 

1952 

1953 

9-30-54 

Ended  9-30-54 

North  Central 

1,007 

797 

349 

409 

3 

Lake  Central 

625 

68 

39 

95 

12 

With  such  a  growth  in  traffic  density  behind  it,  serving 
more  stations  than  all  but  one  other  local  air  carrier,  al¬ 
ready  ranking  No.  2  or  3  in  most  indexes  of  size,  while  at 
the  same  time  its  dependence  on  mail  pay  has  been  con¬ 
tinually  declining,  North  Central  hardly  needs  this  route 
to  strengthen  its  operations.  Lake  Central  on  the  other 
hand  operates  22  stations  compared  with  North  Central’s 
35,  serves  only  1,060  route  miles  compared  with  North 


384 


Central’s  2,057,  and  generates  in  commercial  revenues  only 
$680,000  compared  with  North  Central’s  $3,206,000.6 

The  importance  to  Lake  Central  of  receiving  this  route 
award  is  indicated  by  the  lucrative  nature  of  the  route  it¬ 
self.  Unlike  the  typical  route  change  or  addition 
1712  which  the  Board  can  make  at  the  present  time  to  a 
local  carrier,  this  Chicago-Detroit  route,  with  any¬ 
thing  like  adequate  development,  should  be  a  very  densely 
traveled  one.  This  experience  of  Capital  Airlines  in  gen¬ 
erating  traffic  to  Chicago  and  Detroit  from  its  interme¬ 
diate  points  over  a  route  quite  similar  to  American  Air¬ 
lines’  route  7  is  ample  testimony  of  what  can  be  done  to 
develop  traffic  in  this  area. 

The  parties  to  this  case,  the  Examiner  and  the  majority 
of  the  Board,  in  my  opinion,  were  too  much  influenced  by 
American  Airlines’  experience  over  its  route  7  to  realize 
how  great  a  traffic  potential  actually  exists  here.  In  the 
last  two  weeks  of  September  1953,  American’s  minimum 
service  pattern  (one  daily  round  trip)  generated  only  197 
passengers  between  the  intermediate  points  themselves 
and  between  those  points  and  Chicago  and  Detroit.  Cap¬ 
ital  Airlines,  on  the  other  hand,  between  its  five  interme¬ 
diate  points  and  between  those  points  and  Chicago  and 
Detroit  generated  5,058  passengers  during  that  same  two- 
week  period.  (Capital  operated  15  daily  round  trips  which 
stopped  at  intermediate  points.)  Capital  Airlines’  181 
daily  passengers  in  each  direction  totalled  some  25  times 
as  much  traffic  as  did  American  Airlines’  7  daily  passen¬ 
gers .  Admittedly  there  are  differences  in  the  characteris¬ 
tics  of  the  intermediate  points  and  there  are  differences 
in  surface  transportation  facilities  between  them  and  Chi¬ 
cago  and  Detroit.  On  the  other  hand,  it  is  obvious  from 
these  figures,  I  think,  that  the  local  air  passenger  traffic 
potential  available  to  a  frequent,  convenient  local  air  serv¬ 
ice  will  be  able  to  support  much  more  than  a  minimum 
service  pattern,  no  matter  which  local  air  carrier  operates 
the  American  route. 

c  These  figures  are  for  the  year  ended  September  30,  1954. 
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This  indicated  large  passenger  flow  points  to  high  load 
factors  and  high  revenues  per  mile,  both  of  which,  of 
course,  Lake  Central  needs  much  more  than  North  Cen¬ 
tral.  In  this  situation  the  Board  would  be  well-ad¬ 
vised,  it  seems  to  me,  to  apply  the  principle  which 
1713  it  has  applied  so  often  in  the  past — of  awarding  a 
lucrative  route,  all  other  factors  being  equal,7  to 
that  carrier  which  needs  strengthening  the  most . 

Board  Precedent  Favors  Selection  of  Lake  Central 

The  principle  of  favoring  the  weaker  of  two  carrier  ap¬ 
plicants  for  a  lucrative  route  has  been  often  pronounced 
by  the  Board  and  should  not  be  a  matter  for  argument  at 
this  late  date.  The  principle  was  well  expressed  in  the 
Denver-Kansas  City  Service  case,  decided  in  December 
1942  where  the  Board,  in  awarding  a  Kansas  City-Denver 
route  to  Continental,  expressed  the  principle  as  follows: 

“The  award  of  the  route  to  Continental  would  strengthen 
that  carrier  by  providing  it  with  an  additional  traffic  cen¬ 
ter  of  importance.  It  is  now  faced  with  the  difficulty  of 
developing  traffic  in  a  sparsely  settled  region  covering 
considerable  distances  and  supported  by  only  one  large 
traffic  center.  An  increase  in  its  route  and  scheduled  mile¬ 
age  wTould  enable  it  to  spread  its  overhead  costs  over  an 
additional  number  of  miles  and  passenger  revenues,  and 
would  aid  it  in  attaining  self-sufficiency.  Moreover,  the 
extension  of  Continental  service  to  Kansas  City  repre¬ 
sents  one  of  the  best  chances  Continental  will  have  to  ex¬ 
tend  its  service  to  a  large  traffic  area.”8  (Emphasis 
added.) 

Two  years  later  in  extending  the  system  of  Capital  Air¬ 
lines  (then  PCA)  to  New  York,  the  Board  reiterated  this 
principle  where  it  said : 

“While  there  is  nothing  in  the  Act  which  requires  us  to 
maintain  an  equality  of  size  or  financial  strength  among 

"  It  should  be  noted  that  there  is  actually  no  substantial  question  in ;  this 
case  regarding  a  real  difference  between  Lake  Central  and  North  Central  as 
to  the  subsidy  support  required  for  the  operation  of  this  route,  or  as  to  the 
public  benefits  to  result.  Sec  pages  10  to  15  for  a  discussion  of  this  point. 

8  Continental  Air  Lines,  Inc.,  et  al.,  Denver-Kansas  City  Service ,  decided 
December  10,  1942,  4  CAB  1,  page  18. 
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the  air  carriers  subject  to  regulation,  the  direction  in  the 
Act  to  foster  sound  economic  conditions  in  air  transporta¬ 
tion  and  to  improve  the  relations  between  and  coordinate 
transportation  by  carriers  makes  it  necessary  that  we  keep 
in  mind  the  financial  position  of  a  carrier  since  its  ability 
to  provide  public  service  will  be  affected  by  its  financial 
position.”  *  (Emphasis  added.) 


1714  There  are  numerous  other  statements  from  Board 
decisions  to  the  same  point.  I  cite  the  trunkline 
precedents  involving  Continental  and  Capital  Airlines  be¬ 
cause  at  one  time  they,  like  Lake  Central  now,  were  ex¬ 
periencing  unfortunate  economic  results  in  their  opera¬ 
tions. 

In  testifying  on  the  McCarran  bill  last  year,  our  Chair¬ 
man,  with  the  support  of  the  entire  Board,  indicated  that 
this  policy,  applied  many  times  to  our  trunkline  route  sys¬ 
tem,  would  be  continued  in  the  interests  of  strengthening 
our  local  air  carriers  and  would  take  the  form  of  “longer 
term  actions  by  the  Board  toward  improved  and  a  more 
profitable  route  structure  for  the  local  service  carriers. ” 10 
We  have  here  the  opportunity  to  give  Lake  Central  a  con¬ 
siderably  more  profitable  route  structure  and  we  should 
avail  ourselves  of  the  opportunity.  As  the  Board  stated 
more  than  ten  years  ago.  we  should,  keep  the  financial  po¬ 


sition  oj  a  carrier  m  -mina  since  its  aouily-  to  provide-  pub¬ 
lic  service  is  directly  dependent  upon  that  financial  posi¬ 
tion. 

Majority  Basis  for  Selecting  North  Central  Is  Unsound 
The  majority  takes  the  position  that  in  terms  of  “in¬ 
tegration”  and  “over-all  public  benefits”,  North  Central 
should  be  selected  for  this  route.  I  find  no  factual  proof 
in  the  majority  opinion  which  substantiates  the  claim  that 
this  route  will  integrate  better  with  North  Central’s  than 
with  Lake  Central’s  system.  From  a  traffic  standpoint, 


9  Northwest  Air.,  et  al.,  Chicago-Milwaukee-New  York  Service ,  decided  De¬ 
cember  16,  1944,  6  CAB  217,  page  234. 

10  Hearings  before  the  Committee  on  Interstate  and  Foreign  Commerce, 
United  States  Senate,  Eighty-third  Congress,  Second  Session  on  S.  2647.  page 
721. 


J 


4 


•4 


4 


1 


1 


V 


4 

A. 


* 


4 

4 


« 


> 


387 


¥ 


► 


¥ 


t 

r 


¥ 


A 


it  is  reasonably  obvious  that  the  great  preponderance  of 
passengers  originating  and  terminating  at  all  the  inter¬ 
mediate  points — Ann  Arbor,  Jackson,  Battle  Creek,  Kala¬ 
mazoo  and  South  Bend — on  the  new  local  service  carrier 
will  be  primarily  interested  in  frequent  service  to  Detroit 
and  Chicago — not  “across  the  lake”. 

1715  This  record  contains  no  convincing  evidence  that 
a  substantial  number  of  passengers  to  and  from  any 
of  these  intermediate  points  will  have  as  the  other  end  of 
their  journey  cmy  of  the  points  on  North  Central’s  system 
northwest  of  Chicago.  The  Examiner  found  that  82  per¬ 
cent11  of  the  traffic  carried  by  American  Airlines  to  and 
from  these  intermediate  points  originated  or  terminated 
in  Chicago  and  Detroit,  thereby  establishing  the  unques¬ 
tioned  local  service  nature  of  the  Chicago-Detroit  route. 
The  majority  refers  to  “across  the  lake”  traffic  which 
North  Central  may  be  able  to  develop  which  Lake  Central 
could  not,  but  there  is  nothing  in  either  Bureau  Counsel’s 
brief  or  the  Examiner’s  report  which  indicates  how  much 
of  the  18  percent  of  non-local  traffic  generated  by  Ameri¬ 
can  was  actually  destined  for  or  originated  in  points  on 
North  Central’s  system  west  of  the  lake.  The  majority 
refers  to  possible  one-plane  service  which  North  Central 


rr!Ov  operate,  but  it  should  be  noted  that  we  have  no  roal 
assurance  that  a  significant  number  or  even  one  through 

DC-3  flight  would  be  operated  from  Detroit,  through  the 
intermediate  points  and  Chicago  and  then  northwest  to 
North  Central’s  present  system.  The  probabilities  are 
certainly  in  favor  of  all  or  nearly  all  of  North  Central’s 
Chicago-Detroit  flights  being  operated  on  a  turn-around 
basis  with  connections  at  Chicago  for  the  carrier’s  numer¬ 
ous  flights  to  Milwaukee,  Green  Bay  and  other  points.  Lake 
Central,  of  course,  would  be  in  just  as  good  a  position  to 
provide  such  a  connecting  service  and,  as  already  noted, 
such  connecting  service  would  benefit  only  a  relatively 
small  proportion  of  the  total  traffic  anyway. 


The  majority  stated,  that,  according  to  the  record,  97  percent  of  route  7 
traffic  moves  to  or  from  Detroit  and  Chicago. 


Another  possible  basis  for  the  selection  of  North  Cen¬ 
tral  is  the  effect  of  such  an  award  upon  subsidy  mail  pay. 
The  claim  seems  to  be  that  North  Central’s  operation  of 
the  route  would  require  lesser  subsidy  than  would 
1716  Lake  Central’s.  The  Examiner  made  conflicting 
findings  which  bear  on  this  question.  On  page  45 
of  his  report  he  stated  that  “from  an  overall  standpoint 
for  a  local  carrier  the  proposed  route  would  be  a  better- 
than-average  segment  and  probably  a  profitable  one”.  He 
next  found  that  all  three  carrier  applicants,  Lake  Central, 
North  Central  and  Ozark,  are  fit,  willing  and  able  to  render 
the  proposed  service.  He  then  pointed  out  that  all  parties 
agreed  that  the  direct  operating  cost  of  DC-3  aircraft  for 
each  of  the  applicants  would  be  approximately  the  same 
(page  48).  He  justified  his  selection  of  North  Central  to 
be  awarded  the  route  on  the  grounds  of  its  probably  faster 
inauguration  of  service,  Lake  Central’s  minus  net  worth 
and  the  fact  that  this  route  was  in  “North  Central’s  back¬ 
yard”. 

Bureau  Counsel,  on  the  other  hand,  in  his  brief  to  the 
Board  recommended  that  if  a  local  service  carrier  were 
to  be  awarded  the  route,  Lake  Central  should  receive  this 
award.  He  based  his  recommendation  upon  the  probably 
lower  break-even  need  for  a  two-daily  round  trip  service 
for  Lake  Central  ($163,858)  as  compared  with  that  of 
North  Central  ($193,035).  Bureau  Counsel  pointed  out 
that  the  principal  difference  between  the  needs  of  the  two 
carriers  was  accounted  for  by  the  higher  estimate  of  sta¬ 
tion  expenses  for  North  Central  as  compared  with  Lake 
Central.  He  also  made  it  clear  that  his  selection  of  Lake 
Central  was  based  upon  the  greater  need  of  the  carrier  for 
the  route  and  his  estimate  that  Lake  Central’s  ratio  of 
break-even  need  to  commercial  revenue  would  be  decreased 
by  27  percent  if  awarded  the  segment ,  whereas  North 
Central’s  ratio  would  be  decreased  by  only  six  percent . 

I  cite  the  foregoing  positions  of  the  Examiner  and  Bu¬ 
reau  Counsel  simply  to  indicate  that  it  is  not  at  all  clear 
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on  this  record  which  carrier  could  actually  provide  this 
service  for  the  least  mail  pay.  What  is  clear  from 

1717  the  record  is  that  Lake  CentraVs  dependence  on  mail 
pay  would  be  decreased  much  more  substantially 

than  would  North  CentraVs.  As  I  have  already  indicated, 
I  believe  that  in  a  reasonably  short  time  this  route  can 
in  fact  be  a  profitable  one  to  either  local  air  carrier.  I 
would  select  Lake  Central  on  the  grounds  that  its  initial 
mail  pay  requirement  would  be  at  least  comparable  to,  if 
not  less  than,  North  Central’s,  and  that  the  over-all  public 
benefits,  resulting  not  only  to  the  cities  on  this  route  but 
also  to  those  on  the  balance  of  Lake  Central’s  system, 
which  would  result  from  strengthening  Lake  Central  in 
this  way  should  far  out-weigh  the  much  lesser  beneficial 
strengthening  of  North  Central  and  the  illusory  benefits 
resulting  to  traffic  “across  the  lake”. 

As  to  the  rapidity  with  which  either  carrier  might  be 
able  to  inaugurate  service,  Lake  Central’s  record  in  inau¬ 
gurating  new  services  as  they  were  certificated  to  that 
carrier  is  ample  proof  that  a  Lake  Central  Detroit-Chi- 
cago  operation  would  be  begun  promptly.  During  1953, 
Lake  Central  doubled  its  route  mileage  and  almost  doubled 
the  number  of  stations  it  served  within  some  45  days  after 
final  Board  action  awarding  the  route.  Again  in  the  latter 
part  of  1954,  Lake  Central  inaugurated  service  on  its  new 
segment  7  between  Indianapolis  and  Chicago  within  less 
than  45  days  after  the  effective  date  of  the  Board ’s  award. 
The  “promptness  of  service  inauguration”  argument 
therefore  is  a  wholly  invalid  reason  for  selecting  North 
Central  over  Lake  Central. 

Finally,  a  suggestion  was  made  on  this  record  that  un¬ 
like  North  Central,  Lake  Central  does  not  presently  have 
sufficient  equipment  with  which  to  serve  this  route  at  the 
present  time.  It  is  somewhat  surprising  that  North  Cen¬ 
tral  itself  would  mention  that  it  has  extra  equipment 
available  since  such  a  claim  raises  the  question,  of 

1718  course,  as  to  whether  or  not  it  is  presently  operating 
excessive  equipment  for  its  present  traffic  volume 


over  its  existing  route  system.  In  any  event,  there  is  no 
claim  made  even  by  North  Central  that  Lake  Central  would 
experience  any  difficulty  in  acquiring  aircraft  for  this 
route. 

The  various  advantages  cited  by  the  majority,  therefore, 
as  reasons  for  their  selection  of  North  Central  do  not, 
when  closely  examined,  actually  support  the  majority’s 
opinion  here.  We  have  here  a  case  where  either  carrier 
could  and  would  provide  adequate  service  with  little,  and 
probably  no  subsidy  support  over  a  route  which  lies  rea¬ 
sonably  close  to  the  present  route  system  of  either  carrier. 
The  principal  and  only  significant  differences,  as  I  see 
them,  between  the  applications  of  the  two  carriers,  are  the 
much  greater  present  need  for  the  i;oute  in  the  case  of  Lake 
Central,  and  its  relative  lack  of  opportunity  to  acquire 
high  density  route  mileage  elsewhere  if  denied  this  route. 
In  refusing  to  recognize  and  act  upon  Lake  Central’s 
greater  need  for  the  route,  the  majority  is  ignoring  a  prin¬ 
ciple  which  has  been  applied  with  beneficial  results  over 
a  period  of  15  years  in  the  best  interests  of  preserving 
not  only  the  weaker  of  two  carriers,  but  much  more  im¬ 
portantly,  preserving  the  service  of  that  carrier  to  the 
traveling  public.  To  my  mind  the  public  interest  repre¬ 
sented  by  the  actual  and  potential  travelers  in  Lake  Cen¬ 
tral  Airlines’  area  should  outweigh  the  interest  of  North 
Central  in  further  strengthening  its  already  strong  route 
system. 


/s/  Joseph  P.  Adams. 
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1719  APPENDIX  No.  1 

POPULATION  OF  PRINCIPAL  STATES  SERVED  BY 
LOCAL  AIR  CARRIERS 


► 


Carrier 

^Mohawk 

y 


Allegheny 


r 


Lake  Central 
and 

"North  Central 

' 


"Ozark 


t- 

Southern 


^Piedmont 


y 


1950  (000) 
Population 

1950  (000) 
Population 

States 

per 

States 

per 

Served 

Total  Carrier 

Carrier 

Served 

Total  Carrier 

N.  Y. 

14,830 

Trans- Texas 

Mass. 

4,691 

and 

Texas 

7,711 

Central 

N.  Mex. 

681 

Total 

19,521 

19,521 

Okla. 

2j233 

Ark. 

1,910 

Penna. 

10,498 

N.  J. 

4,835 

Total 

12,535 

6,268 

Md. 

2,343 

Del. 

318 

Bonanza 

Calif. 

10,586 

and 

Nev. 

160 

Total 

17,994 

17,9943 

Southwest 

Ariz. 

750 

Ohio 

7,947 

Total 

11,496 

5,748 

Ind. 

3,934 

Mich. 

6,372 

Frontier 

Mont. 

591 

Wise. 

3,435 

Wyo. 

291 

Minn. 

2,982 

N.  Dak. 

620 

Chicago  l 

4,7801 

Utah 

689 

Colo. 

1,325 

Total 

29,450 

14,725 

Ariz. 

750 

N.  Mex. 

681 

Ill. 

8,712 

Miss. 

3,955 

Total 

4,947 

4,947 

Kans. 

1,905 

West  Coast 

Wash. 

2,379 

Total 

14,572 

14,572 

Ore. 

1,521 

Idaho 

589 

S.  C. 

2,117 

Ga. 

3,445 

Total 

4,489 

4,489 

Ala. 

3,062 

Miss. 

2,179 

La. 

2,684 

Total 

13,487 

13,487 

Va. 

3,319 

W.  Va. 

2,006 

Ky. 

2,945 

. 

N.  C. 

4,062 

Total 

12,332 

12,332 

*  l  25-milc  radius  population  estimated  by  multiplying  Chicago ’s  1950  city  population  by 
1.32,  the  ratio  of  Chicago’s  25-milo  radius  to  city  population  as  per  CAB  report,  “Economic 

^Characteristics  of  Domestic  Airline  Stations”,  April  1,  1945. 

2  After  eliminating  Pioneer  pursuant  to  majority  Board  decision  in  Continental-Pioneer 

*  merger  case. 

3 If  the  cities  of  Cleveland,  Washington  and  New  York  are  added  to  Allegheny’s  state 

*  total,  the  carrier’s  system  population  total  should  be  increased  to  some  31,000,000. 
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APPENDIX  No.  2 


ESTIMATED  1950  25-MILE  RADIUS  POPULATION  OF  MAJOR  TRUNKLINE 
CITIES  IN  OHIO,  INDIANA  AND  MICHIGAN 


1940  Population! 

1950  Population 

City 

City  Limits 

25-Mile 

Radius 

City  Limits 

25-Mile 

Radius 

Akron,  Ohio 

244,791 

641,748 

274,605 

Toledo,  Ohio 

282,349 

464,839 

303,616 

Evansville,  Indiana 

97,062 

212,349 

128,636 

Fort  Wayne,  Indiana 

118,410 

238,728 

133,607 

Muskegon,  Michigan 

47,697 

118,748 

48,429 

Saginaw-Bay  City,  Michigan  130,750 

247,145 

145,441 

, 

Flint,  Michigan 

151,543 

290,932 

163,143 

Ann  Arbor,  Michigan 

29,815 

140,269 

48,251 

Jackson,  Michigan 

49,656 

130, 9S6 

51, OSS 

Battle  Creek,  Michigan 

43,453 

111,925 

48,666 

Ten-City  Total  1,195,526 

Ratio :  25-mile  Radius  to  City  Population 

2,597,669 

2:17  to  1 

1,345,482 

2,919,6962 

1  From  CAB,  ‘  *  Economic  Characteristics  of  Domestic  Air  Stations,  April  1,  1945. 

2  Estimates  as  2:17  times  city  population  total. 


1721 


APPENDIX  No.  3 


OPERATING  RESULTS  —  1950  —  SEPTEMBER  30,  1954 
NORTH  CENTRAL  AIRLINES 


Rank 


1950 

Calendar  Years 

1951  1952 

1953 

Year 

Ended 

9-30-54 

Among  15 
Local  Carriers 
Year  Ended 
Sept.  30, 1954  ’ 

Size 

Route  miles 

1  900 

A 

1,226 

1,445 

1,947 

2,057 

A. 

3 

Number  of  Stations 

21.3 

20.9 

24.6 

32.7 

34.6 

2 

Commercial  Rev.  (000) 

$451 

$916 

$1,542 

$2,419 

$3,206 

2 

Traffic  Density 

Passenger  miles  per 
station  per  day 

99S.6 

2006.0 

2803.1 

3152.4 

3561.7 

A 

6 

Passenger  miles  per 
route  mile  per  day 

17.41 

34.20 

47.72 

52.95 

59.91 

6  « 

Passenger  Load 
per  Plane 

3.79 

7.72 

8.80 

8.81 

9.05 

9  < 

Dependence  on  Subsidy 
Dollars  of  Break-Even 
Need  per  dollar  of 
commercial  revenue 

$2.64 

$1.30 

$1.15 

$1.04 

$0.71 

7  ! 

Dollars  of  total  mail 
pay  and  subsidy 
per  dollar  of  com¬ 
mercial  revenue 

$3.00 

$1.30 

$1.14 

$1.06 

$  .72 

A 

7 

Rank  among  15  local 

carriers 

in  terms  of  Financial  Operating  results, 

Traffic  Density  and  Progress  toward  self-sufficiency, 

year  ended  9-30-54 

2  * 

i 
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APPENDIX  No.  4 


OPERATING  RESULTS  — 1950  —  SEPTEMBER  30,  1954 
LAKE  CENTRAL  AIRLINES 


Rank 


Calendar  Years 

Year 

Ended 

9-30-54 

Among  15 
Local  Carriers 
Year  Ended 
Sept.  30, 1954 

1950 

1951 

1952 

1953 

Size 

Route  miles 

621 

683 

667 

909 

1,060 

12 

Number  of  Stations 

10.8 

11.9 

11.6 

18.3 

21.6 

11 

Commercial  Rev.  (000) 

$309 

$445 

$350 

$543 

$680 

14 

Traffic  Density 

Passenger  miles  per 
station  per  day 

517.8 

1142.9 

1210.4 

1249.6 

1344.6 

14 

Passenger  miles  per 
route  mile  per  day 

9.00 

19.91 

21.11 

25.16 

27.40 

14 

Passenger  load 
per  plane 

2.26 

4.31 

4.73 

5.14 

5.73 

14 

Dependence  on  Subsidy 
Dollars  of  Break-Even 
Need  per  dollar  of 
commercial  revenue 

$1.23 

$1.55 

$2.85 

$2.77 

$2.36 

14 

Dollars  of  total  mail 
pay  and  subsidy 
per  dollar  of  com¬ 
mercial  revenue 

$2.07 

$1.81 

$2.00 

$2.32 

$2.31 

14 

Rank  among  15  local  carriers  in  terms  of  Financial  Operating  results, 

Traffic  Density  and  Progress  toward  self-sufficiency,  year  ended  9-30-54  13 
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1724  Order  No.  E-8975 

UNITED  STATES  OF  AMERICA 
CIVIL  AERONAUTICS  BOARD 
WASHINGTON,  D.  C. 

Adopted  by  the  Civil  Aeronautics  Board 
at  its  office  in  Washington,  D.  C.  on  the 
28th  day  of  February,  1955 

Docket  No.  6411  et  al. 

In  the  matter  of 

American  Airlines,  Inc.,  Chicago-Detroit 
Route  7  Local  Service  Case 

Order 

A  full  public  hearing  having  been  held  in  the  above-en¬ 
titled  proceeding,  and  the  Board,  upon  consideration  of  the 
record  therein,  having  issued  its  opinion  containing  its 
findings,  conclusions  and  decision,  which  is  attached  hereto 
and  made  a  part  hereof; 

It  Is  Ordered: 

1.  That  amended  certificates  of  public  convenience  and 
necessity  in  the  forms  attached  hereto  be  issued  to  North 
Central  Airlines,  Inc.,  for  route  No.  86  and  to  American 
Airlines,  Inc.,  for  route  No.  7 ; 

2.  That  said  amended  certificates  shall  be  signed  on  be¬ 
half  of  the  Board  by  its  Chairman,  shall  have  affixed  there¬ 
to  the  seal  of  the  Board  attested  by  the  Secretary,  and, 
subject  to  extension  of  their  effective  dates  in  accordance 
with  the  provisions  of  said  amended  certificates,  shall  be 
effective  on  April  29,  1955; 

3.  That  the  applications  consolidated  herein  in  all  other 
respects  be  and  hereby  are  denied; 
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4.  That  the  investigation  instituted  by  Order  No.  E-7899, 
be  and  hereby  is  terminated. 


By  the  Civil  Aeronautics  Board: 


(SEAL) 


/s/  M.  C.  Mulligan 
M.  C.  Mulligan 
Secretary 


1725  Issued  pursuant  to  Order  No.  E-8975 

UNITED  STATES  OF  AMERICA 
CIVIL  AERONAUTICS  BOARD 
WASHINGTON,  D.  C. 

Temporary  Certificate  of  Public  Convenience  and  Necessity 

for  Local  Service 

(as  amended) 

North  Central  Airlines,  Inc. 

is  hereby  authorized,  subject  to  the  provisions  hereinafter 
set  forth,  the  provisions  of  Title  IV  of  the  Civil  Aero¬ 
nautics  Act  of  1938,  as  amended,  and  the  orders,  rules, 
and  regulations  issued  thereunder,  to  engage  in  air  trans¬ 
portation  with  respect  to  persons,  property  and  mail,  as 
follows : 

1.  Between  the  terminal  point  Chicago,  Ill.,  the  interme¬ 
diate  points  Milwaukee,  Madison,  Wisconsin  Rapids-Stev- 
ens  Point,  and  Wausau,  Wis.,  and  (a)  beyond  Wausau, 
Wis.,  the  intermediate  point  Eau  Claire,  Wis.,  and  the  ter¬ 
minal  point  Minneapolis-St.  Paul,  Minn.,  and  (b)  beyond 
Wausau,  Wis.,  the  intermediate  points  Rhinelander  and 
Land  O  ’Lakes,  Wis.,  Ironwood,  Mich.,  and  the  terminal 
point  Duluth,  Minn.-Superior,  Wis.; 

2.  Between  the  terminal  point  Milwaukee,  Wis.,  the  in¬ 
termediate  points  Oshkosh,  Manitowoc,  and  Green  Bay, 
Wis.,  Marinette,  Wis.-Menominee,  Mich.,  and  Escanaba, 
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Iron  Mountain  and  Marquette,  Mich.,  and  the  terminal 
point  Hancock-Houghton,  Mich.; 

3.  Between  the  terminal  point  Minneapolis-St.  Paul, 
Minn.,  the  intermediate  points  Duluth,  Minn.-Superior, 
Wis.,  Chisholm-Hibbing,  Minn.,  and  the  terminal  point  In¬ 
ternational  Falls,  Minn.; 

4.  Between  the  terminal  point  Green  Bay,  Wis.,  the  inter¬ 
mediate  points  Clintonville,  Wisconsin  Rapids-Stevens 
Point,  Wausau,  and  Fau  Claire,  Wis.,  and  the  terminal 
point  Minneapolis-St.  Paul,  Minn.; 

f).  Between  the  terminal  point  Chicago,  Ill.,  the  inter¬ 
mediate  points  Beloit-Janesville,  Madison,  La  Crosse,  Wis., 
Winona,  Minn.,  and  Eau  Claire,  Wis.,  and  the  terminal 
point  Minneapolis-St.  Paul,  Minn.; 

1726  6.  Between  the  terminal  point  Detroit,  Mich.,  the 

intermediate  points  Lansing  and  Grand  Rapids, 
Mich.,  Green  Bay,  Wis.,  Marinette,  Wis.-Menominee,  Mich., 
Eseanaba,  Tron  Mountain  and  Marquette,  Mich.,  and  the 
terminal  point  Hancock-Houghton,  Mich.; 

7.  Between  the  terminal  point  Chicago,  Ill.,  the  inter¬ 
mediate  points  South  Bend,  Ind.,  Kalamazoo,  Battle  Creek, 
Jackson,  and  Ann  Arbor,  Mich.,  and  the  terminal  point 
Detroit,  Mich., 

to  be  known  as  route  No.  86. 

The  service  herein  authorized  is  subject  to  the  follow¬ 
ing  terms,  conditions,  and  limitations: 

(1)  The  holder  shall  render  service  to  and  from  each  of 
the  points  named  herein,  except  as  temporary  suspensions 
of  service  may  be  authorized  by  the  Board ;  and  may  begin 
or  terminate,  or  begin  and  terminate,  trips  at  points  short 
of  terminal  points. 

(2)  The  holder  may  continue  to  serve  regularly  any 
point  named  herein  through  the  airport  last  regularly  used 
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by  the  holder  to  serve  such  point  prior  to  the  effective  date 
of  this  certificate,  as  amended.  Upon  compliance  with  such 
procedure  relating  thereto  as  may  be  prescribed  by  the 
Board,  the  holder  may,  in  addition  to  the  service  herein¬ 
above  expressly  prescribed,  regularly  serve  a  point  named 
herein  through  any  airport  convenient  thereto. 

(3)  On  each  trip  operated  by  the  holder  over  all  or  part 
of  one  of  the  seven  numbered  route  segments  in  this  cer¬ 
tificate,  as  amended,  the  holder  shall  stop  at  each  point 
named  between  the  point  of  origin  and  point  of  termina¬ 
tion  of  such  trip  on  such  segment,  except  a  point  or  points 
with  respect  to  which  (a)  the  Board,  pursuant  to  such  pro¬ 
cedure  as  the  Board  may  from  time  to  time  prescribe*  may 
by  order  relieve  the  holder  from  the  requirements  of  such 
condition,  (b)  the  holder  is  authorized  by  the  Board  to 
suspend  service,  (c)  the  holder  is  unable  to  render  serv¬ 
ice  on  such  trip  because  of  adverse  weather  conditions  or 
other  conditions  which  the  holder  could  not  reasonably 
have  been  expected  to  foresee  or  control,  or  (d)  the  holder 
has  scheduled  at  least  two  round  trips  a  day,  in  Avhich  case 
he  may  omit  such  point  or  points  on  any  additional  trip 
scheduled  over  all  or  part  of  such  segment,  subject  to  the 
restrictions  set  forth  in  paragraphs  (4)  through  (9)  below. 

(4)  On  each  trip  scheduled  between  Minneapolis-St.  Paul, 
Minn.,  on  the  one  hand,  and  Madison,  Wis.,  and  Milwaukee, 
Wis.,  on  the  other,  the  holder  shall  schedule  service  to  a 
minimum  of  two  intermediate  points  between  such  points. 

1727  (5)  On  each  trip  scheduled  between  Minneapolis- 

St.  Paul,  Minn.,  and  Chicago,  Ill.,  the  holder  shall 
schedule  service  to  a  minimum  of  four  intermediate  points 
between  such  points. 

(6)  On  each  trip  scheduled  between  Duluth,  Minn.-Supe- 
rior,  Wis.,  and  Chicago,  Ill.,  the  holder  shall  schedule  serv¬ 
ice  to  a  minimum  of  four  intermediate  points  between  Such 
points. 
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(7)  On  each  trip  scheduled  between  Duluth,  Minn.-Supe- 
rior,  Wis.,  and  Madison,  Wis.,  the  holder  shall  schedule 
service  to  a  minimum  of  two  intermediate  points  between 
such  points. 

(8)  On  each  trip  scheduled  between  Madison,  Wis.,  and 
Chicago,  Ill.,  the  holder  shall  schedule  service  to  a  minimum 
of  one  intermediate  point  between  such  points. 

(9)  On  each  trip  scheduled  between  Chicago,  Ill.,  and 
Detroit,  Mich.,  the  holder  shall  schedule  service  to  a  mini¬ 
mum  of  one  intermediate  point  between  such  points. 

(10)  The  authorization  to  serve  Land  0 ’Lakes,  Wis., 
on  Segment  “1”  shall  be  effective  only  between  June  1  and 
September  30  (both  dates  inclusive)  of  each  year. 

The  exercise  of  the  privileges  granted  by  this  certificate, 
as  amended,  shall  be  subject  to  such  other  reasonable  terms, 
conditions  and  limitations  required  by  the  public  interest 
as  may  from  time  to  time  be  prescribed  by  the  Board. 

This  certificate,  as  amended,  is  issued  pursuant  to  a  de¬ 
termination  of  policy  by  the  Civil  Aeronautics  Board  that 
in  the  discharge  of  its  obligation  to  encourage  and  develop 
air  transportation  under  the  Civil  Aeronautics  Act,  as 
amended,  it  is  in  the  public  interest  to  establish  certain  air 
carriers  who  will  be  primarily  engaged  in  short-haul  air 
transportation  as  distinguished  from  the  service  rendered 
by  trunkline  air  carriers.  In  accepting  this  certificate,  as 
amended,  the  holder  acknowledges  and  agrees  that  the 
primary  purpose  of  the  certificate,  as  amended,  is  to  au¬ 
thorize  and  require  it  to  offer  short-haul  air  transportation 
service  of  the  character  described  above. 

This  certificate,  as  amended,  shall  be  effective  on  April 
29,  1955,  and  except  as  otherwise  indicated  in  subpara¬ 
graph  (a)  below,  shall  continue  in  effect  up  to  and  includ¬ 
ing  September  30,  1955:  Provided,  however,  That  prior  to 
the  date  on  which  this  certificate,  as  amended,  would  other¬ 
wise  become  effective  the  Board,  either  on  its  own  initiative 


or  upon  the  filing  of  a  petition  or  petitions  seeking  recon¬ 
sideration  of  the  Board’s  order  of  February  28,  1955  (Or¬ 
der  No.  E-8975),  insofar  as  such  order  authorizes  the  is¬ 
suance  of  this  certificate,  as  amended,  may  by  order  or 
orders  extend  such  effective  date  from  time  to  time: 

1728  (a)  The  authority  of  the  holder  to  serve  Seg¬ 

ment  “5”  shall  continue  in  effect  only  while  the  au¬ 
thority  of  Braniff  Airways,  Inc.,  to  serve  Winona,  Minn., 
La  Crosse,  and  Beloit-Janesville,  Wis.,  is  suspended,  and 
shall  terminate  prior  to  September  30,  1955,  if  such  sus¬ 
pension  shall  be  lifted. 

In  Witness  Whereof,  the  Civil  Aeronautics  Board  has 
caused  this  certificate,  as  amended,  to  be  executed  by  its 
Chairman  and  the  seal  of  the  Board  to  be  affixed  hereto, 
attested  by  the  Secretary  of  the  Board,  on  the  28th  day 
of  February,  1955. 

/s/  Chan  Gurney 
Chan  Gurney 

Acting  Chairman 

(SEAL)  i 

ATTEST : 

/s/  M.  C.  Mulligan 
Secretary 


1729  Issued  pursuant  to  Order  No.  E-8975 

UNITED  STATES  OF  AMERICA 
CIVIL  AERONAUTICS  BOARD 
WASHINGTON,  D.  C. 

Certificate  of  Public  Convenience  and  Necessity 

(as  amended) 

American  Airlines,  Inc. 

is  hereby  authorized,  subject  to  the  provisions  hereinafter 
set  forth,  the  provisions  of  Title  IV  of  the  Civil  Aero- 


nauties  Act  of  1938,  as  amended,  and  the  orders,  rules  and 
regulations  issued  thereunder,  to  engage  in  air  transporta¬ 
tion  with  respect  to  persons,  property  and  mail,  as  follows : 

Between  the  terminal  point  Boston,  Mass.,  the  inter¬ 
mediate  points  Hartford,  Conn.-Springfield,  Mass.,  Albany, 
Utica,  Syracuse,  Rochester  and  Buffalo,  X.  Y.,  and  (a)  be¬ 
yond  the  intermediate  point  Buffalo,  N.  Y.,  the  intermedi¬ 
ate  points  Niagara  Falls,  N.  Y.,  Detroit,  Ann  Arbor,  Jack- 
son,  Battle  Creek  and  Kalamazoo,  Mich.,  and  South  Bend, 
Tnd.,  and  the  terminal  point  Chicago,  111.,  and  (b)  beyond 
the  intermediate  point  Buffalo,  N.  Y.,  the  intermediate 
points  Erie,  Pa.,  and  Cleveland,  Ohio,  and  the  terminal 
point  St.  Louis,  Mo.;  and  between  the  terminal  point  Chi¬ 
cago,  111.,  the  intermediate  points  South  Bend,  Ind.,  Kala¬ 
mazoo,  Battle  Creek,  Jackson,  Ann  Arbor  and  Detroit, 
Mich.,  Niagara  Falls,  Buffalo,  Rochester  and  Syracuse, 
X".  Y.,  and  (a)  beyond  the  intermediate  point  Syracuse, 
N.  Y.,  the  intermediate  points  Elmira-Corning  and  Bing¬ 
hamton,  N.  Y.,  Scranton  and  Wilkes-Barre,  Pa.,  and  the 
coterminal  points  New  Y^ork,  N.  Y.,  and  Newark,  N.  J.  and 
(b)  beyond  the  intermediate  point  Syracuse,  N.  Y.,  the 
intermediate  point  Albany,  N.  Y.,  and  the  coterminal  points 
New  York,  N.  Y.,  and  Newark,  N.  J., 

to  be  known  as  Route  No.  7. 

The  service  herein  authorized  is  subject  to  the  following 
terms,  conditions  and  limitations: 

(1)  The  holder  shall  render  service  to  and  from  each 
of  the  points  named  herein,  except  at  temporary  suspen¬ 
sions  of  service  may  be  authorized  by  the  Board;  and  may 
begin  or  terminate,  or  begin  and  terminate,  trips  at  points 
short  of  terminal  points. 

1730  (2)  The  holder  may  continue  to  serve  regularly 

any  point  named  herein  through  the  airport  last  reg¬ 
ularly  used  by  the  holder  to  serve  such  point  prior  to  the 
effective  date  of  this  certificate,  as  amended ;  and  may  con- 


timie  to  maintain  regularly  scheduled  non-stop  service  be¬ 
tween  any  two  points  not  consecutively  named  herein  if 
nonstop  service  was  regularly  scheduled  by  the  holder  be¬ 
tween  such  points  prior  to  the  effective  date  of  this  certifi¬ 
cate,  as  amended.  Upon  compliance  with  such  procedure  re¬ 
lating  thereto  as  may  be  prescribed  by  the  Board,  the 
holder  may,  in  addition  to  the  service  hereinabove  ex¬ 
pressly  prescribed,  regularly  serve  a  point  named  herein 
through  any  airport  convenient  thereto,  and  render  sched¬ 
uled  nonstop  service  between  any  two  points  not  consecu¬ 
tively  named  herein  between  which  service  is  authorized 
hereby. 

(3)  The  holder  shall  not  serve  Binghamton,  N.  Y.,  by 
any  flight  which  also  serves  Wilkes-Barre,  Scranton,  Pa., 
or  Syracuse,  N.  Y. 

(4)  The  holder’s  authority  to  serve  Erie,  Pa.,  is  sus¬ 
pended  for  the  period  during  which  Allegheny  Airlines, 
Inc.  is  authorized  to  serve  such  point. 

(5)  The  holder’s  authority  to  serve  South  Bend,  Ind., 
Kalamazoo,  Battle  Creek,  Jackson  and  Ann  Arbor,  Mich., 
is  suspended  for  the  period  during  which  North  Central 
Airlines,  Inc.  is  authorized  to  serve  such  points. 

The  exercise  of  the  privileges  granted  by  this  certificate, 
as  amended,  shall  be  subject  to  such  other  reasonable  terms, 
conditions  and  limitations  required  by  the  public  interest 
as  may  from  time  to  time  be  prescribed  by  the  Board. 

This  certificate,  as  amended,  shall  be  effective  on  April 
29,  1955:  Provided,  however,  That  prior  to  the  date  on 
which  this  certificate,  as  amended,  would  otherwise  be¬ 
come  effective  the  Board,  either  on  its  own  initiative  or  up¬ 
on  the  timely  filing  of  a  petition  or  petitions  seeking  re¬ 
consideration  of  the  Board’s  order  of  February  28,  1955 
(Order  No.  E-8975),  insofar  as  such  order  authorizes:  the 
issuance  of  this  certificate,  as  amended,  may  by  order  or 
orders  extend  such  effective  date  from  time  to  time. 
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In  Witness  Whereof,  the  Civil  Aeronautics  Board  has 
caused  this  certificate,  as  amended,  to  be  executed  by  its 
Chairman  and  the  seal  of  the  Board  to  be  affixed  hereto, 
attested  by  the  Secretary  of  the  Board,  on  the  28th  day  of 
February,  1955. 

/s/  Chan  Gurney 
Chan  Gurney 

Acting  Chairman 

(SEAL) 

ATTEST: 

/s/  M.  C.  Mulligan 
Secretary 

BEFORE  THE 

CIVIL  AERONAUTICS  BOARD 
WASHINGTON,  D.  C. 

Docket  No.  6411,  et  al. 

In  the  matter  of  an  investigation  of  local  service 
between  Chicago,  Ill.  and  Detroit,  Mich. 

American  Airlines,  Inc. 

Docket  No.  6319 

In  the  matter  of  the  application  of 

Lake  Central  Airlines,  Inc. 

for  amendment  of  its  temporary  certificate  of  public 
convenience  and  necessity  for  Route  No.  88,  and 
for  the  temporary  suspension  of  American 
Airlines,  Inc.  at  certain  Route  7 
points  for  a  concurrent  period. 

Petition  of  Lake  Central  Airlines,  Inc.  for  Reconsideration  of 
the  Board's  Opinion  and  Order  Served  February  28, 

1955.  for  Rehearing  and  for  Reargument 

March  30,  1955 
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1782  Comes  now  Lake  Central  Airlines,  Inc.  (“Peti¬ 
tioner”)  through  its  counsel  of  record  and  respect¬ 
fully  petitions  the  Civil  Aeronautics  Board  (“Board”)  to 
reconsider  its  opinion  and  order  (Serial  No.  E-8975)  in  the 
above  proceeding  served  February  28,  1955  and,  upon  such 
reconsideration,  to  rescind  its  action  in  awarding  North 
Central  Airlines,  Inc.  (“North  Central”)  the  Chicago-De- 
troit  local  service  route  segment  at  issue  in  this  proceeding 
and  to  grant  the  application  of  Lake  Central  herein.  Peti¬ 
tioner  further  requests  that  the  Board  order  rehearing  and 
reargument  in  subject  proceeding,  and  specifically  requests 
that  because  of  the  far-reaching  implications  of  the  changes 
in  Board  policy  enunciated  in  said  opinion  such  reargu¬ 
ment  be  held  before  the  full  five-Member  Board.  Petitioner 
also  requests  that  the  Board  immediately  stay  its  order  and 
the  effective  dates  of  the  amended  certificates  issued  to 
North  Central  and  American  Airlines  (“American”)  by 
said  Order  E-8975.  In  support  of  this  petition,  Petitioner 
alleges  and  relies  upon  the  following  matter  and  argument. 

I. 

The  Board’s  Action  in  selecting  North  Central  consti¬ 
tutes  AN  ABANDONMENT  OF  BOARD  POLICY  OF  LONG  STAND¬ 
ING  WITHOUT  THE  REQUIRED  FINDINGS  AND  WITHOUT  EVI¬ 
DENTIAL  SUPPORT  IN  THE  RECORD. 

A.  The  Board’s  policy  with  respect  to  small  earners. 
More  than  12  years  ago  the  Board  announced  a  policy  with 
respect  to  small  carriers  and  the  development  of  sound 
economic  conditions  in  the  air  transport  industry,  which 
policy  it  scrupulously  followed  until  the  decision  in  the 
present  case.  In  the  Denver-Kansas  City  Service  Case,  4 
C.A.B.  1,.  18  (1942),  the  Board  established  this  policy  as 
follows: 

1783  “The  choice  of  an  appropriate  carrier  to  operate 
a  route  depends  on  the  economy  and  efficiency  with 

which  the  proposed  operation  can  be  undertaken  by  an  ap- 
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plicant  as  conditioned  by  the  requirements  of  the  develop¬ 
ment  of  an  economically  sound  air  transportation  system. 
It  is  not  enough  that  operation  hy  one  of  tico  carriers  may 
he  somewhat  less  expensive  than  operation  hy  the  other  or 
that  one  carrier  may  he  more  able  to  fit  the  operation  into 
a  larger  system  with  greater  convenience  to  the  through 
passenger.  These  qualifications  are  important,  but  they  are 
not  final,  for  if  they  were  the  sole  consideration,  all  cases 
would  he  decided  for  large  carriers  as  against  small  car¬ 
riers.  This  is  true  because  large  carriers  more  easily  than 
small  can  eke  out  extra  mileage  with  the  use  of  spare  equip¬ 
ment,  thus  on  an  additional  cost  basis  showing  smaller 
costs  for  any  new  operation,  or  because  large  carriers  are 
more  likely  than  small  to  have  maintenance  stations  al¬ 
ready  set  up  at  points  on  a  proposed  operation.  In  addition, 
large  carriers  will  have  longer  routes  into  which  to  fit  the 
segment  in  question  and,  as  a  result,  some  greater  con¬ 
venience  to  show  in  any  given  case. 

“To  rely  solely  on  such  factors  would  be  in  all  instances 
to  decide  cases  on  the  basis  of  making  the  big  bigger, 
throttling  forever  the  growth  of  the  smaller  carriers.  To 
prevent  such  a  result,  the  Civil  Aeronautics  Act  further 
requires  the  consideration  in  this  case  of  the  development 
of  sound  economic  conditions  in  the  industry,  and  the 
preservation  of  ‘competition  to  the  extent  necessary  to 
assure  the  sound  development  of  an  air  transportation  sys¬ 
tem  properly  adapted  to  the  needs  of  the  commerce  of  the 
United  States.7  77  (Emphasis  added) 

The  majority  have  found,  in  line  with  the  fear  ex¬ 
pressed  in  the  above  quotation,  that  the  larger  carrier 
(North  Central)  can  provide  the  service  at  issue  at  less 
cost  than  the  smaller  carrier  (Lake  Central),  and  can 
likewise  offer  greater  convenience  to  the  through  pas¬ 
senger.  It  will  be  shown  hereafter  that  the  first  of  such 
findings  is  in  error — when  measured  by  standards  and  tech¬ 
niques  which  the  majority  have  endorsed  and  followed  in 
many  previous  eases.  It  will  further  be  shown  that  the 
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record  does  not  support  the  second  finding.  Finally,  it  will 
be  demonstrated,  in  Part  II  hereof,  that  because  of  the 

*  diversionary  impact  of  the  North  Central  award  upon  Lake 

.  Central,  the  majority’s  decision  is  contrary  to  the  mandate 

of  section  2  of  the  Civil  Aeronautics  Act  (“Act”)  and  is 
in  fact  destructive  of  the  local  air  service  system  estab- 
*•  lished  to  serve  the  needs  of  Indiana,  Ohio  and  southern 

Michigan.  In  this  connection,  Lake  Central  wishes  to  ex¬ 
press  its  complete  agreement  with  the  findings  and  observa- 
’  tions  of  Vice  Chairman  Adams  in  his  dissenting  opinion. 

Down  through  the  years  the  Board  has  consistently  ad- 
[  ►  hered  to  the  policy  announced  in  1942.  In  the  Detroit- 

Memphis  Case,  6  C.A.B.  117,  128  (1944),  the  Board  stated 
that 

“Although  the  designation  of  Chicago  and  Southern  to 
render  this  service  is  sufficiently  sustained  by  the  consid- 
*•  orations  already  outlined,  it  may  be  noted  that  the  in¬ 

cidental  result  of  its  selection  will  be  the  economic  strength¬ 
ening  of  this  carrier  without  entailing  an  adverse  effect 
v  upon  other  carriers,  a  consideration  which,  in  proper  cir- 

,  cumstances,  is  not  to  be  ignored  in  the  development  of  a 

sound  national  system  of  air  transportation.” 

1784  In  the  Denver-Los  Angeles  Service  Case ,  6  C.A.B. 
199,  210-211  (1944)  the  Board  selected  Western  Air 

*  Lines  in  preference  to  United  with  a  finding  that  West- 

^  ern’s  “ability  to  render  an  increasingly  efficient  service  in 

the  western  part  of  the  United  States  will  be  greater  if 
it  is  financially  strong  than  will  be  the  case  if  it  is  left 
,  financially  weak.  There  is  an  important  national  interest 

in  encouraging  each  carrier,  WHETHER  LARGE  OR 
SMALL ,  so  to  develop  and  operate  its  system  as  to  make 
1  it  financially  self-sustaining  and  to  place  it  in  a  position  to 

-  render  the  best  possible  service  to  the  overall  territory 

which  it  serves.  The  Board  should  plan  and  act  to  that 
cnd.’>  ( Emphasis  added) 

A  few  davs  later,  the  Board  in  its  opinion  in  the  Chicago- 

*  Milwaukee-New  York  Case,  6  C.A.B.  217,  234  (1944) 
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(quoted  at  page  10  of  the  Vice  Chairman’s  dissent)  re¬ 
ferred  again  to  this  direction  of  the  Act  to  foster  sound 
economic  conditions  in  the  industry  and  the  accompanying 
necessity  for  keeping  in  mind  the  financial  position  of  a 
carrier  “since  its  ability  to  provide  public  service  will  be 
affected  by  its  financial  position.” 

In  1946,  Chairman  Landis  and  Member  Lee  in  their  dis¬ 
senting  opinion  in  the  North  Central  Case,  7  C.A.B.  639, 
690,  adverted  to  this  policy  in  the  following  language — 
which  has  special  significance  in  the  present  case: 

“A  review  of  the  actions  of  the  Board  over  a  period  of 
years  will  show  that  it  has  established  the  wise  policy  of 
constantly  improving  and  strengthening  by  route  extension 
the  route  pattern  of  the  carriers  possessing  weak  route 
structures,  with  the  long-range  view  of  establishing  a 
sound  transportation  system  based  upon  a  reasonable  com¬ 
petitive  balance  behveen  the  several  carriers.  ...  It  recog¬ 
nized  the  inherent  weaknesses  of  Northeast  in  the  grant  of 
manv  extensions  to  that  carrier.  .  .  .  These  decisions 

w 

demonstrate  wise  industrial  statesmanship,  based  on  con¬ 
siderations  which  we  believe  coincide  with  the  public  in¬ 
terest.  .  .  .”  (Emphasis  added) 

The  Board’s  supplemental  opinion  in  the  West  Coast 
Case,  8  C.A.B.  636,  639  (1947)  referred  to  the  policy  ob¬ 
jectives  of  section  2  of  the  Act  and  stated: 

“These  objectives  can  best  be  realized  by  developing 
the  entire  air  transportation  network,  improving  and 
strengthening  small  or  weak  carriers  where  such  action  is 
indicated ,  so  as  to  provide  for  a  balanced  and  sound  sys¬ 
tem  of  air  transportation,  rather  than  by  awarding  all 
routes  to  only  three  or  four  carriers  of  recognized  financial 
strength.”  (Emphasis  added) 

As  an  integral  part  of  its  policy,  the  Board  has  often  ex¬ 
pressed  itself  on  the  relation  of  through-plane  service  to 
the  development  of  a  sound  national  system.  In  the  sup- 
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plemental  opinion  in  the  Twin  Cities  Service  Case,  8 
C.A.B.  477,  479  (1947),  the  Board  declared: 

“Accordingly,  as  matters  now  stand,  American  could 
offer  far  more  new  single-carrier  service  than  could  PCA. 

However,  the  improvement  in  through-service  facili- 
1785  ties,  although  always  desirable,  is  not  the  sole  test 
to  be  applied  in  deciding  which  service  inures  most 
to  the  public  interest.  To  rely  exclusively  on  such  factors 
would  be,  in  most  instances,  to  decide  cases  on  the  basis 
of  making  the  big  bigger,  throttling  forever  the  growth  of 
the  smaller  carriers.  In  carrying  out  the  air  transporta¬ 
tion  policies  of  the  Congress,  as  set  forth  in  section  2  of 
the  Act,  we  often  find  it  necessary  to  consider  the  diver- 
sional  effects  the  authorization  of  new  routes  may  inflict  on 
other  carriers  and  the  need  for  strengthening  the  smaller 
carriers  by  logical  additions  and  extensions  to  their  sys¬ 
tems.” 

When  selecting  Southern  Airways  to  operate  additional 
route  segments,  in  the  Mississippi  Valley  and  Southeastern 
States  Cases,  11  C.A.B.  979,  991  (1950),  the  Board  further 
expounded  its  policy,  as  follows: 

“Improvement  of  the  economic  position  of  an  air  car¬ 
rier  is  in  accord  with  the  policy  provisions  of  the  Act, 
which  direct  the  Boar  dto  encourage  and  develop  an  eco¬ 
nomically  sound  national  air  transportation  system.  We 
believe  that  the  routes  herein  found  required  will  integrate 
naturally  with  the  Southern  system  and  serve  to  develop 
a  sound  air  transportation  unit,  strengthening  the  ability 
of  Southern  to  meet  the  needs  of  the  territory  it  serves.” 
(Emphasis  added) 

In  the  Central  Certificate  Renewal  Case,  Docket  No. 
4083,  et  al.,  April  17,  1953,  the  Board  recognized  that  eco¬ 
nomically  favorable  route  mileage  over  which  a  carrier  may 
operate  sufficient  revenue  plane  miles  to  lower  its  unit  over¬ 
head  costs  is  important  in  providing  a  sound  economic  air 
transportation  system.  See  also  the  Board’s  decision  in 
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the  Service  to  Fayetteville,  Arkansas  Case,  Docket  No. 
5592,  et  al.,  August  6,  1954. 

As  will  appear  hereinafter  from  a  discussion  of  the  rela¬ 
tive  sizes  and  the  opportunities  of  Lake  Central  and  North 
Central,  the  decision  of  the  majority  marks  a  reversal  of 
the  Board’s  regulatory  policy  of  12  years’  standing,  with 
severe  adverse  effects  upon  Lake  Central. 

B.  The  Board’s  opinion  is  lacking  in  the  findings  re¬ 
quired  to  sustain  the  denial  of  Lake  Central’s  application 
or  the  grant  of  North  Central’s  application.  One  of  the 
policy  directives  provided  in  section  2  of  the  Act  states  that 
the  Board  “shall  consider  the  following,  among  other 
things,  as  being  in  the  public  interest,  and  in  accordance 
with  the  public  convenience  and  necessity — 

*  *  *  * 

“(1))  The  regulation  of  air  transportation  in  such  man¬ 
ner  as  to  .  .  .  foster  sound  economic  conditions  in,  such 
transportation.  ...”  As  shown  by  the  Board  opinions  cited 
above,  the  Board  uniformly  observed  this  policy  for  more 
than  12  years.  The  majority  departed  from  it  in  the  present 
opinion — but  the  majority  opinion  contains  no  findings 
to  support  such  departure.  It  would  appear  that  where  the 
Board  is  proceeding  under  a  policy  of  long  standing  estab¬ 
lished  pursuant  to  the  mandate  of  section  2(b)  of  the  Act 
it  should  make  findings  that  its  action  is  consistent 
1786  with  the  mandate  of  section  2.  In  fact,  irrespective 
of  whether  the  policy  had  been  established,  it  would 
appear  necessary  in  cases  where,  as  here,  the  comparative 
public  interest  is  being  measured,  that  the  effect  of  the  de¬ 
cision  upon  the  sound  economic  condition  of  the  two  ap¬ 
plicants  be  carefully  weighed  and  appropriate  findings  made 
in  response  to  the  directive  of  section  2  of  the  Act.  It  must 
be  borne  in  mind  that  no  question  of  public  convenience 
and  necessity  is  presented  for  the  Board’s  decision  by  this 
case:  that  issue  was  settled  by  stipulation  of  the  parties, 
and  American  will  continue  to  serve  the  Route  7  intermedi- 


ate  points  even  if  all  of  tlie  applicants  fail.  Likewise,  the 
fitness  and  ability  of  the  applicants  has  been  approved  by 
the  Examiner,  whose  findings  have  been  adopted  by  the 
Board.  In  this  situation,  proper  findings  are  vital. 

A  review  court  in  order  to  affirm  the  Board’s  decision 
would  be  required  to  find  that  the  Board’s  findings  are 
supported  by  substantial  evidence  when  the  record  is  con¬ 
sidered  as  a  whole.  Section  10(e)  of  the  Administrative 
Procedure  Act.  Universal  Camera  Corp.  v.  N.L.R.B.,  .340 
IJ.S.  474,  95  L.  ed.  456.  The  decision  in  the  Universal 
Camera  case  is  said  to  have  placed  a  new  direction  on  the 
substantial  evidence  rule. 

Apart  from  the  diversion  issues  discussed  in  Part  II 
of  this  petition,  Petitioner  contends  that  the  Board’s  opin¬ 
ion  omits  required  findings  of  material  facts,  and  that  many 
of  the  Board’s  findings  are  not  supported  by  substantial 
evidence,  considering  this  record  as  a  whole.1  The  indi¬ 
vidual  instances  of  these  omissions  and  unsupported  find¬ 
ings  are  discussed  infra. 

Tt  may  be  that  in  some  instances  the  findings  required 
by  law  have  been  made  by  the  Board  but  have  not  been 
expressed  in  its  opinion.  Tn  some  eases,  the  Board  has  re¬ 
lied  upon  purported  “findings”  in  the  Initial  Decision 
which  are  nothing  more  than  mere  recitals  of  the  conten¬ 
tions  of  North  Central,  without  indicating  whether  the  mat¬ 
ters  contained  in  such  recitals  are  affirmed  or  disaffirmed. 
Sec  Creat  Northern  R.  Co.  v.  Dept,  of  Public  Works,  296 
P.  142.  Tn  this  category  fall  such  recitals  as  that  relating 
to  North  Central’s  equipment  utilization  (T.D.,  p.  26) ;  that 
relating  to  North  Central’s  contentions  regarding  across- 
the-lake  traffic  (I.D.,  p.  27) ;  and  that  relating  to  the  one- 
carrier,  one-plane  service  North  Central  could  provide 
(T.D.,  p.  51).  The  last-named  is  also  fatally  deficient  in  that 


i  Sec  Jaffe,  64  Harvard  Law  Review  1233,  1239  for  a  discussion  of  the 
meaning  of  “substantial  evidence”  as  used  in  the  Administrative  Procedure 


it  is  unsupported  by  any  reference  to  evidence  of  record, 
is  unsupported  in  the  record,  and  is  contradicted  by 
1787  the  preponderance  of  the  relevant,  probative  evi¬ 
dence  of  record.  Inasmuch  as  the  amount  of  one- 
plane  service  to  be  provided  by  the  applicants  is  a  crucial 
issue  in  this  case,  the  failure  to  make  adequate  subsidiary 
findings  thereon  constitutes  prejudicial  and  reversible  error 
and  requires  reconsideration.  Saginaw  Broadcasting  Co. 
v.  F.C.C.,  96  F.  2d  554  (1938). 

C.  The  Chicago-Detroit  segment  represented  substan¬ 
tially  the  last  economicallp  profitable  route  mileage  avail¬ 
able  to  Lake  Central  in  its  area  of  operations.  The  truth 
of  the  foregoing  assertion  is  clearly  shown  by  Map  No.  1, 
appearing  at  the  front  of  this  petition.  Only  the  certificated 
routes  of  the  other  local  service  carriers  are  shown.  It  is 
important  to  bear  in  mind  that  the  encirclement  shown  is 

bv  local  carriers — not  trunklines.  This  distinction  is  im- 
« 

portant:  (1)  the  Board  has  never  duplicated,  or  provided 
local  service  competition  for,  an  existing  local  service 
route  (save  in  this  case  where  it  duplicated  Lake  Central’s 
service  between  Kalamazoo  and  South  Bend) ;  (2)  fre¬ 
quently,  a  local  service  carrier  may  expand  into  encircling 
trunkline  territory  by  serving  additional,  new  points  or 
by  acquiring  additional  points  at  which  operations  have 
been  suspended  or  abandoned  by  the  trunklines. 

Recently,  Lake  Central’s  application  for  a  Detroit- 
Toledo-Lima-Columbus-Charleston  segment  was  denied, 
and  Piedmont  was  certificated  between  Charleston  and 
Columbus.  The  selection  of  North  Central  to  operate  the 
Chicago-Detroit  segment  of  Route  7,  if  allowed  to  stand, 
will  complete  the  encirclement.  Petitioner  respectfully 
urges  the  Board  to  reconsider  its  action  in  creating  this 
strangling  situation  and,  upon  reconsideration,  to  award 
the  segment  to  Lake  Central  in  accordance  with  the 
Board’s  long-established  policy. 

D.  North  Central  has  flagrantly  misrepresented  to  the 
Board  its  own  opportuyiities  for  expansion.  In  its  brief 
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to  the  Examiner  North  Central  complained  that  “North 
Central  has  no  place  else  to  expand.  It  is  enmeshed  in  an 
iron  ring.  This  route  represents  its  last  frontier.”  (p.  10, 
emphasis  added).  In  the  oral  argument  on  January  13, 
1955,  before  the  Board,  counsel  for  North  Central  repeated 
this  fiction: 
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“North  Central  is  enmeshed  in  an  iron  ring,  so  to  speak. 
It  has  no  place  else  to  expand.  The  border  on  the  north, 
the  lake  on  the  east,  uneconomic  operation  in  the  west. 
The  Board  recently  decided  it  should  not  expand  in  the 
southwest.  This  is  the  last  frontier.  This  is  our  last  chance 
to  help  this  carrier  become  more  self-sufficient.’ ’  (Tr.  39) 

17S8  Two  months  after  counsel  uttered  the  foregoing 
and,  of  course,  subsequent  to  the  Board’s  decision 
in  this  case.  North  Central  filed  an  application  (Docket 
No.  7058)  seeking  a  vast  extension  of  its  route  as  far  west 
as  Denver,  Cheyenne  and  Spearfish.  The  extensive  nature 
of  this  application  is  graphically  shown  on  Map  No.  2,  ap¬ 
pearing  in  the  front  of  this  petition.  Tt  will  be  seen  that 
the  representation  made  on  brief  and  in  oral  argument  by 
North  Central,  and  upon  which  the  majority  of  the  Board 
relied  in  reaching  their  decision,  was  deceptive  and  mis¬ 
leading,  to  say  the  least.2  The  majority  might  well  ponder 
the  sincerity  and  reliability  of  an  airline  management  which 
has  on  these  two  closely  related  instances  materially  mis¬ 
represented  its  status.  Certainly,  North  Central  should  not 
profit  from  this  practice.  The  Board  should  grant  recon¬ 
sideration  of  its  opinion  in  order  that  it  can  reappraise 
the  respective  needs  of  Lake  Central  and  North  Central  in 
the  light  of  Docket  No.  7058  and  in  conformity  with  the 
Board  policy  cited  in  section  A  of  this  Part. 

E.  The  majority’s  action  is  unnecessary  for  the  proper 
development  of  North  Central  and  is  contrary  to  the  best 
interests  of  Lake  Central.  According  to  the  March  7,  1955 

2  A  similar  representation,  with  respect  to  North  Central’s  asserted  reason 
for  “needing”  two  segments  to  Detroit,  was  discussed  in  Lake  Central’s  letter 
of  January  21,  lPHS,  to  the  Board.  An  excerpt  from  the  letter  is  attached 
hereto  as  Appendix  A. 
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issue  of  Aviation  Week  (p.  69),  North  Central’s  president 
stated  that  the  acquisition  of  the  Detroit-Chicago  segment 
would  make  North  Central  “by  far  the  largest  local  car¬ 
rier  in  terms  of  passenger,  mail  and  express  volume.”  The 
award  of  such  segment  will  further  widen  the  gap  between 
the  operating  opportunities  of  North  Central  and  Lake 
Central.  This  gap  was  quite  pronounced  as  of  September 
30,  1954,  as  of  which  time  Vice  Chairman  Adams  prepared 
the  comparative  data  which  appeared  as  Appendices  3  and 
4  of  his  dissent.  Appendices  3  and  4  of  the  dissent  are  re¬ 
produced  below  in  order  that  they  may  be  viewed  together 
with  other  comparative  data  which  demonstrates  the  dis¬ 
parity  which  exists. 

1789  (APPENDIX  No.  3  TO  DISSENTING  OPINION) 

OPERATING  RESULTS  — 1950  — SEPTEMBER  30,  1954 
NORTH  CENTRAL  AIRLINES 


1950 

Calendar  Years 

1951  1952 

1953 

Year 

Ended 

9-30-54 

Rank 
Among  15 
Local  Carriers 
Year  Ended 
Sept.  30, 1954 

Sise 

Route  miles 

1,222 

1,226 

1,445 

1.947 

2,057 

3 

Number  of  Stations 

21.3 

20.9 

24.6 

32.7 

34.6 

o 

t* 

Commercial  Rev.  (000) 

$451 

$916 

$1,542 

$2,419 

$3,206 

2 

Traffic  Density 

Passenger  miles  per 
station  per  day 

998.6 

2006.0 

2803.1 

3152.4 

3561.7 

6 

Passenger  miles  per 

route  mile  per  day 

17.41 

34.20 

47.  <2 

52.95 

59.91 

6 

Passenger  Load 

per  Plane 

3.79 

7.72 

8.80 

S.81 

9.05 

9 

Dependency  on  Subsidy 
Dollars  of  Break-Even 
Need  per  dollar  of 
commercial  revenue 

$2.64 

$1.30 

$1.15 

$1.04 

$0.71 

7 

Dollars  of  total  mail 
pay  and  subsidy 
per  dollar  of  com¬ 
mercial  revenue 

$3.00 

$1.30 

$1.14 

$1.06 

$  .72 

7 

Rank  among  15  local  carriers  in  terms  of  Financial  Operating  results, 
Traffic  Density  and  Progress  toward  self-sufficiency,  year  ended  9-30-54 


2 


415 


(APPENDIX  No.  4  TO  DISSENTING  OPINION) 

OPERATING  RESULTS  —  1950  —  SEPTEMBER  30,  1954 
LAKE  CENTRAL  AIRLINES 


Calendar  Years 


1950 


1951 


1952 


1953 


Year 

Ended 

9-30-54 


Rank 
Among  15 
Local  Carriers 
Year  Ended 
Sept.  30, 1954 


Size 


: 


Route  miles 

621 

683 

667 

909 

1,060 

12 

Number  of  Stations 

10.8 

11.9 

11.6 

18.3 

21.6 

11 

Commercial  Rev.  (000) 

$309 

$445 

$350 

$543 

$680 

14 

Traffic  Density 

Passenger  miles  per 
station  per  day 

517.8 

1142.9 

1210.4 

1249.6 

1344.6  ! 

14 

Passenger  miles  per 
route  mile  per  day 

9.00 

19.91 

21.11 

25.16 

27.40 

14 

Passenger  load 
per  plane 

2.26 

4.31 

4.73 

5.14 

5.73 

14 

Dependence  on  Subsidy 
Dollars  of  Break-Even 
Need  per  dollar  of 
commercial  revenue 

$1.23 

$1.55 

$2.85 

$2.77 

$2.36 

14 

Dollars  of  total  mail 
pay  and  subsidy 
per  dollar  of  com¬ 
mercial  revenue 

$2.07 

$1.81 

$2.00 

$2.32 

$2.31 

14 

Rank  among  15  local  carriers  in  terms  of  Financial  Operating  results, 
Traffic  Density  and  Progress  toward  self-sufficiency,  year  ended  9-30-54 


13 


1790  The  following  figures,  taken  from  page  8  of  the 
dissenting  opinion,  further  point  up  the  disparty  be¬ 
tween  the  two  carriers  in  terms  of  growth  in  the  very 
significant  index  of  traffic  density  per  station  served. 


Carrier 


Increase  from  Preceding  Year,  in  Average 
Passenger  Miles  per  Station  per  Day 


Year  Ended 

1951  1952  1953  9-30-54 


Rank  Among 
15  Local 
Air  Carriers, 
Year  Ended 
9-30-54 


*■ 


t 


North  Central  1,007 
Lake  Central  625 


797  349  409 

68  39  95 


3 

12 
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Another  comparison  may  be  made  from  figures  which 
were  compiled  by  the  Board  for  the  12  months  ended  June 
30, 1954: 


Lake 

Central 

North 

Central 

Number  of  revenue  passengers  carried 

70,127 

246,244 

Revenue  passengers  per  plane  departure 

2.13 

4.07 

Average  revenue  passenger  load  (persons) 

5.42 

9.15 

Revenue  passengers  per  station  per  day 

9.01 

19.77 

Total  commercial  operating  revenue 

$658,480 

$2, S9 1,678 

The  foregoing  data  clearly  indicate  the  superiority  of  the 
traffic  opportunities  which  North  Central  has  enjoyed  in 
the  past.  The  proportionate  greater  benefits  which  Lake 
Central  would  derive  from  operation  of  the  new  segment 
are  indicated  by  the  following  table,  where  Lake  Central’s 
and  North  Central’s  actual  experience  for  the  year  1954 
is  compared  with  Bureau  Counsel’s  estimates  of  331,946 
revenue  plane  miles3  flown  and  4,130,756  revenue  passenger 
miles3  to  be  carried  for  a  future  year  over  the  new  segment : 

nor  l  c  A 


%  of  B.C.  ’s  %  of  B.C.  ’8 

Actual  Experience — 1954  Estimate  Estimate 

Revenue  plane  miles4  5,174,159  6.4%  1,806,372  12.8% 

Revenue  passenger  miles4  48,314,000  S.5%  11,453,000  36.06% 


A 


4 


4 


4 


4 


The  relative  significance  of  the  new  segment  to  Lake 
Central  and  North  Central  is  shown  by  the  last  table. 
Based  upon  Bureau  Counsel’s  estimates,  the  additional 
plane  miles  which  would  be  operated  would  amount  to  only 
6.4%  of  North  Central’s  actual  plane  miles  in  1954,  whereas 
it  would  equal  12.8%  of  Lake  Central’s.  Because  of  the 
greater  traffic  density  of  North  Central’s  existing  route, 
the  revenue  passenger  miles  which  would  be  generated 
would  amount  to  only  8.5%  of  North  Central’s  experience 
for  1954,  hut  would  amount  to  36.60%  of  Lake  Central’s. 


4 


4 


3  Exh.  BCR-3  &  7.  Assuming  the  operation  of  2  round  trips  daily. 

4  Taken  from  report  of  Ray  and  Ray  prepared  for  the  Conference  of  Local 
Airlines. 


Clearly,  therefore,  these  facts  require  that  the  Board 
1791  reconsider  its  opinion  and  order  of  February  28, 
1955  in  order  to  apply  such  facts  to  the  Board’s  long- 
established  policy.  i 

Sight  must  not  be  lost  of  the  fact  that  the  foregoing 
figures  showing  how  the  gap  between  the  two  carriers  will 
be  widened  by  North  Central’s  operation  of  the  Chicago- 
Detroit  segment  do  not  reflect  the  adverse  effect  upon  Lake 
Central  (and  the  accompanying  gain  to  North  Central) 
which  will  result  from  the  diversion  described  in  Part  II 
of  this  petition. 

II. 

North  Central  will  divert  heavily  from  Lake  Central 

BY  VIRTUE  OF  ITS  DUPLICATION  OF  Lake  CENTRAL’S  SOUTH 

BeND-KaLAMAZOO  SEGMENT,  THEREBY  INCREASING  LAKE 

Central’s  subsidy  requirement. 

A.  Preliminary.  During  the  course  of  the  proceeding, 
Lake  Central  called  to  the  Examiner’s  attention  in  its  brief, 
and  to  the  Board  by  brief  and  oral  argument  the  fact  that 
certification  of  North  Central  or  Ozark  would  involve  the 
duplication  of  the  Kalamazoo-South  Bend  segment  of 
Lake  Central’s  existing  Route  No.  88,  or  for  54  (roughly 
one-fourth)  of  the  232  route  miles  involved  in  the  Chicago- 
Detroit  local  service.  However,  neither  the  Examiner’s 
Initial  Decision  nor  the  Board’s  opinion  made  mention  of 
this  duplication  wThich  resulted  from  the  selection  of  North 
Central.  So  far  as  appears  from  the  record,  no  consi¬ 
deration  whatsoever  was  given  to  such  duplication  or  the 
resulting  diversion  of  Lake  Central’s  revenues.  If  the 
majority’s  decision  is  allowed  to  stand,  this  will  mark  the 
first  time  in  the  liistorv  of  the  Board  when  destructive 
diversion  is  visited  upon  one  local  carrier  by  another.5  The 
failure  to  take  such  diversion  into  consideration  in  deter¬ 
mining  the  factors  of  the  comparative  public  interest  bear- 

5  The  Prcscott-Phoenix  segment  common  to  Bonanza’s  and  Frontier’s  routes 
involves  no  diversion  from  either  carrier. 


418 


ing  on  the  selection  of  a  carrier  requires  that  the  majority 
Members  reconsider  their  opinion  and  permit  reopening 
of  the  record  and  reargument. 

B.  The  Lake  Central  passenger  traffic  subjected  to  di¬ 
version  by  the  selection  of  North  Central  is  substantial 
and  will  have  serious  effects  on  Lake  Central. 

Lake  Central  has  prepared  from  the  latest  origin  and 
destination  passenger  survey  (for  March  1-14,  1954)  a 
tabulation  of  passenger  traffic  it  may  expect  to  lose  as  a 
result  of  the  certification  of  North  Central.  This  tabu¬ 
lation  is  attached  as  Appendix  B.  It  will  be  noted  that 
the  maximum  annual  passenger  revenues  which  would  be 
diverted  by  North  Central’s  operation  amounted  to 
1792  $106,176.34,  or  15.6  percent  of  Lake  Central’s  total 
passenger  revenues  in  1954.  On  the  conservative  as¬ 
sumption  that  actual  diversion  would  equal  65  percent  of 
this  amount,  the  actual  annual  loss  to  Lake  Central  would 
approximate  $70,000.  This  figure  represents  passenger 
revenues  only;  undoubtedly,  there  would  be  corresponding 
losses  of  express,  baggage  and  mail  revenues. 

The  potential  diversion  of  61,063  revenue  passenger  miles 
shown  on  page  2  of  Appendix  B  for  the  two  weeks  of  the 
survey  period  is  far  more  substantial  than  the  45, SOS  reve¬ 
nue  passenger  miles6  (for  the  same  period)  which  North¬ 
west  sought  to  protect  against  diversion,  and  which  Mem¬ 
bers  Gurney  and  Denny  voted  to  protect,  in  the  North 
Central  Duluth  exemption  application  case  (Docket  No. 
6915,  Order  Serial  No.  E-8934,  February  8, 1955). 

North  Central  produced  no  evidence  which  would  tend 
to  show  that  such  diversion  is  required  by  the  public  con¬ 
venience  and  necessity,  or  that  other  factors  outweigh  such 
diversion. 

In  the  Chariest on-Columbus  Case,  Docket  No.  6346,  et  al. 
(Order  Serial  No.  E-8896,  January  17,  1955)  the  majority 

6  Made  up  of  119  Minneapolis-Chicago  passengers  earned  350  miles,  and 
14  Minneapolis-Milwaukee  passengers  carried  297  miles. 
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\l; 

I  voted  to  protect  Piedmont  against  a  potential  diversion  of 

l  $80,000  annually  from  Eastern  Air  Lines,  by  refusing  to 

I,  extend  Eastern  to  Charleston,  W.  Va.  from  Toledo  and 

l  f  Columbus,  Ohio.  In  mentioning  the  total  result  of  the 

Eastern  re-routing,  the  Board  there  stated  (page  4  of 
mimeographed  opinion)  “The  significance  of  this  differ- 
1  •  ence  is  that  Piedmont  is  clearly  a  subsidy  carrier,  and  the 

,  saving  to  the  Government  and  to  the  taxpayer  is  just  as 

definite  when  the  carrier  earns  an  extra  dollar  as  when 
it  avoids  a  dollar’s  loss.”  Piedmont’s  passenger  reve- 
■f  nues  for  the  12  months  ended  June  30,  1954,  amounted 

v  to  $3,696,287.  The  vast  difference  in  the  significance  of 

the  $80,000  potential  loss  to  Piedmont  and  of  the  $106,000 
potential  loss  to  Lake  Central  may  be  seen  from  a  com- 
parison  of  total  passenger  revenues  of  the  two  carriers. 
Clearly,  if  Piedmont  requires  protection,  a  fortiori  Lake 
Central  does. 

*  A  diversion  of  this  magnitude  from  Lake  Central  clearly 

would  require  an  upward  adjustment  in  its  mail  rate.  On 
the  other  hand,  Lake  Central’s  proposal  would  involve  no 
diversion  from  North  Central — or  from  any  carrier. 

I  \  In  the  Service  to  Pecos  Case,  11  C.A.B.  690,  694  (1950), 

the  Board  was  concerned  with  the  competing  applications 
of  Pioneer  and  Trans-Texas.  Trans-Texas  claimed  a 
minimum  diversion,  should  Pioneer  be  selected,  of  $84,000 
\  annually.  The  Board  viewed  this  as  excessive.  Con- 

;■  1793  tinental  claimed  actual  diversion,  should  Pioneer 

be  certificated,  of  from  $40,000  to  $50,000.  The 
Board  also  discounted  this  claim.  The  Board  found  that 
Pioneer  could  provide  slightly  more  new  one-carrier  serv¬ 
ice  than  Trans-Texas,  but  awarded  the  segment  to  Trans- 
'  Texas  because  its  proposal  would  cause  the  least  diver- 

f  sion.  Said  the  Board:  “We  are  cognizant  of  the  desira¬ 

bility  of  avoiding,  to  the  extent  possible,  the  creation  of 
additional  unnecessary  competition  not  only  between  feeder 
carriers  and  trunk  lines  but  also  among  feeder  lines. 
We  indicated  in  our  opinion  and  order  to  show  cause  .  .  . 


v 
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that  we  intended  to  eliminate  uneconomic  competition  in 
an  effort  to  increase  feeder  route  density.  Similarly  we 
intend  to  avoid  such  duplication  of  service  to  the  greatest 
possible  extent  in  awarding  new  route  authorizations.  ”  « 

The  policy  enunciated  in  the  foregoing  decision  would 
require  the  reconsideration  of  the  Board’s  decision  and 
order  in  this  case,  and  the  selection  of  Lake  Central  to 
operate  the  Detroit-Cliicago  segment. 

C.  Diversion  from  Lake  Central  would  impair  its  ability  « 
to  render  adequate  service  to  the  Indiana ,  Ohio  and  Michi¬ 
gan  cities  on  its  route.  Vice  Chairman  Adams  in  his  dis¬ 
senting  opinion  (page  3)  expressed  concern  over  the  future 
welfare  of  the  traveling  public  in  Indiana,  Ohio  and 
Michigan,  and  called  attention  to  the  fact  (page  11)  that  the 
Board  must  keep  the  financial  position  of  Lake  Central” 
in  mind  since  its  ability  to  provide  public  service  is  directly 
dependent  upon  that  financial  position.” 

Apart  from  the  loss  of  passenger  revenues,  the  loss  of 
passengers  to  North  Central  by  virtue  of  its  duplication 
of  Lake  Central  at  South  Bend  and  Kalamazoo  would  re¬ 
duce  the  passenger  backlog  on  schedules  operated  between 
Grand  Rapids,  Indianapolis  and  Cincinnati,  and  realisti¬ 
cally  could  result  in  either  a  curtailment  of  the  frequency 
of  such  service  or  a  decision  not  to  increase  frequencies. 

In  either  case,  the  interest  of  the  traveling  public  served 
by  Laken  Central  would  suffer.  This  is  but  another  cogent 
reason  why  reconsideration  should  be  granted  and  the  / 
award  to  North  Central  stayed. 

in. 

The  Board  erred  in  accepting  the  Examiner’s  conclusions 

RELATIVE  TO  THE  COSTS  OF  PROVIDING  SERVICE  * 

A.  The  Examiner  and  the  Board  failed  to  make  required 
findings  disposing  of  the  cost  estimates  of  Bureau  Counsel. 

Both  the  Examiner’s  and  the  majority’s  disposition  of  the 
cost  estimates  presented  by  the  Bureau  of  Air  Op- 
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1794  erations  was  deficient  in  findings.  The  Examiner 
simply  recited  the  conclusions  reached  by  the  Bureau 
as  to  the  costs  each  applicant  would  experience,  based  upon 
a  costing  formula  which  the  Bureau  has  employed  for 
several  years.  The  Examiner’s  habit  of  reciting  the  con¬ 
tentions  of  the  parties  without  expressly  affirming  or  dis¬ 
avowing  them  has  been  discussed  in  Part  1(B)  hereof. 

The  Board’s  treatement  of  the  Bureau’s  estimates  was 
no  more  illuminating.  It  contained  none  of  the  findings 
required  by  the  Saginaw  decision  or  the  Administrative 
Procedure  Act.  The  fact  is  that  Bureau  Counsel’s  data, 
and  that  used  by  the  Examiner,  are  not  at  all  alike  in 
their  results.  In  view  of  the  fact  that  the  Members  of 
the  majority,  in  a  long  line  of  cases,  followed  and  adopted 
the  Bureau’s  identical  formula  and  computations  made 
therewith,  it  would  appear  necessary  that  the  Board  make 
specific  findings  as  to  its  reasons  for  ignoring  the  Bu¬ 
reau’s  estimates  in  this  one  case.  The  majority’s  line  of 
conduct  has  been  long  established  and  is  well  known.  Like¬ 
wise,  the  formula  employed  by  the  Bureau  is  well  known 
and  easily  understood.  As  was  stated  in  the  Initial  De¬ 
cision  of  Examiner  Keith  in  the  Ozark  Renewal  Case , 
Docket  No.  5988,  et  al .,  served  April  22,  1954  (page  28) 
“this  technique  involves  the  use  of  formulae  which  have 
as  their  basis  the  actual  operating  experience  of  the  car¬ 
rier.  Having  concluded  that  aircraft  departures  and 
length  of  hops  are  functions  of  direct  operating  cost  (ex¬ 
cluding  depreciation)  Bureau  Counsel  translates  such  air¬ 
craft  operating  experience  of  the  carrier  concerned  (for 
a  particular  period)  to  a  cost  per  departure  plus  a  cost 
per  plane  mile  basis  and  having  also  determined  that 
ground  and  indirect  expenses  (excluding  station  costs)  in¬ 
crease  in  relation  to  ton  miles  of  traffic  carried,  Bureau 
Counsel  converts  these  ground  and  indirect  expenses  to 
a  rate  per  ton  mile  based  on  a  given  operating  period. 

“Generally  speaking  this  cost  method  is  a  fairly  reliable 
one  and  the  results  (as  experienced  by  previous  Bureau 
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Counsel  forecasts  and  actual  experience  following  such 
forecast)  should  closely  approximate  the  actual  future 
operating  costs  of  the  carrier.” 

Examiner  Keith  adopted  and  followed  the  Bureau’s 
forecasts  in  his  case  and  the  Board  in  turn,  including  the 
majority  in  this  decision,  duly  adopted  the  Initial  Decision 
in  these  respects.  (Order  Serial  No.  E-8574,  August  20, 
1954). 

The  Bureau’s  formula  and  its  results  were  also  adopted 
by  the  Examiner  and  the  Board  in  the  Service  to  Fayette¬ 
ville ,  Arkansas  Case ,  Docket  No.  5592,  et  al.  (Order  Serial 
No.  E-8544,  August  6,  1954) ;  by  the  Examiner  and  the 
Board  in  the  Service  to  Fargo ,  North  Dakota  Case,  Docket 
No.  4052,  et  al.  (Order  Serial  No.  E-7547,  July  10,  1953) ; 

by  the  Examiner  and  the  Board  in  the  Wisconsin 
1795  Central  Renewal  Case,  Docket  No.  4387,  et  al.  (Order 
Serial  No.  E-5951,  December  13,  1951) ;  by  the  Ex¬ 
aminer  and  the  Board  in  North  Central  Airlines,  Inc., 
Docket  No.  6432,  et  al.  (Order  E-8610,  September  3, 1954) ; 
by  the  Board  in  the  All  American  Certificate  Renewal  Case, 
Docket  5053,  et  al.  (Order  E-7294,  April  10,  1953);  by 
the  Examiners  and  the  Board  in  the  Route  No.  106  Renewal 
Case,  (Docket  No.  6050,  et  al.  (Order  E-8841,  December 
22,  1954) ;  and  by  the  Board  in  the  opinion  and  order  deny¬ 
ing  petitions  for  reconsideration  (Order  E-8948,  February 
16,  1955)  in  the  last-cited  case. 

Bureau  Counsel’s  estimates  stand  unrefuted  by  either 
the  Examiner  or  the  Board.  They  demonstrate  that  Lake 
Central  could  operate  the  segment  at  issue  more  cheaply 
than  could  North  Central. 

B.  Lake  Central  has  shown  steady  improvement  in  its 
operating  picture — a  fact  which  will  insure  the  accuracy 
of  Bureau  Counsel’s  cost  determinations.  Appendix  C, 
consisting  of  six  pages,  is  attached  to  this  petition  to  estab¬ 
lish  the  favorable  trend  in  Lake  Central’s  operations. 
Page  1  of  Appendix  C,  using  a  moving  12  months  figure 
ending  with  each  quarter  of  1954,  shows  a  steady  increase 
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in  non-subsidy  revenues;  page  2  shows  a  steady  decline 
in  total  operating  expenses  for  the  same  periods;  page  3 
demonstrates  graphically  the  steady  decline  in  breakeven 
subsidy  need;  page  4,  the  steady  climb  in  revenue  pas¬ 
sengers  carried;  page  5,  the  accompanying  steady  climb 
in  passenger  load  factors ;  and  page  6,  the  operating  losses 
sustained  in  the  first  five  months  of  1954,  and  the  pro¬ 
fits  earned  in  the  last  seven  months.  Lake  Central’s  profit 
for  the  year  1954  was  $34,115.44,  the  first  such  profit  Lake 
Central  has  earned  since  it  inaugurated  service. 

In  Appendix  D,  Lake  Central  has  provided  a  compari¬ 
son  of  its  growth  in  1954  over  1953  with  the  similar  in¬ 
dustry  average  growths  in  the  three  significant  measures 
of  (1)  revenue  passengers,  (2)  revenue  passenger  miles, 
and  (3)  revenue  ton-imles.  In  each  instance,  Lake  Cen¬ 
tral’s  growth  substantially  exceeds  the  industry  average. 

The  data  contained  in  Appendices  C  and  D  confirm  Bu¬ 
reau  Counsel’s  forecast  of  lower  operating  expenses  in¬ 
curred  by  Lake  Central  in  the  operation  of  the  segment  at 
issue. 

The  facts  shown  in  this  subsection  and  Appendices  C 
and  D  require  reopening  and  reconsideration  of  the  record 
and  the  Board’s  order. 

1796  TV. 

Lake  Central  could  operate  the  segment  as  promptly 

as  North  Central 

A.  The  Board’s  data  regarding  the  net  worth  and  work¬ 
ing  capital  of  Lake  Central  were  obsolete  and  inaccurate. 
Lake  Central  strongly  urges  the  Board  to  reopen  the  rec¬ 
ord  in  order  to  receive  more  accurate  information  re¬ 
garding  its  financial  and  balance  sheet  condition  as  of  a 
date  prior  to  the  Board’s  decision. 

At  page  3  of  their  opinion,  the  majority  find  that  Lake 
Central  had  a  negative  working  capital  of  $368,529  as  of 
December  31,  1954.  After  year-end  adjustments,  Lake 
Central  realized  a  profit  for  1954  of  $34,115.44.  This  de- 
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velopment  improved  the  working  capital  position  as  of 
December  31st  to  $ — 348,439.57.  As  of  January  31,  1955, 
Lake  Central  had  a  net  worth  of  $40,936.07  and  a  negative 
working  capital  of  $ — 337,021.  Shortly  after  January  31, 
1955,  Lake  Central  completed  a  $300,000  loan,  of  which 
$180,000  was  applied  to  reduce  current  liabilities — thus  re¬ 
ducing  the  January  31,  1955  net  working  capital  to  $ — 157,- 
020.71.  The  latter  figure  represents  a  considerable  im¬ 
provement  over  the  June  30,  1954  net  working  capital  of 
$ — 435,604. 

In  using  negative  net  wrorth  or  negative  working  cap¬ 
ital  figures  to  determine  the  promptness  with  which  Lake 
Central  could  inaugurate  service,  the  Board  erred  in  not 
comparing  Lake  Central’s  position  now  with  its  position 
on  other  occasions  when  route  awards  were  made  to  it. 
As  of  October  31,  1952,  the  latest  date  for  which  such  in¬ 
formation  was  then  available.  Lake  Central  had  a  negative 
net  worth  of  $ — 20,035  and  a  negative  working  capital  of 
$ — 209.847.  Nevertheless,  the  Board  doubled  its  route 
mileage  and  added  10  stations  to  its  11.  The  new’  service 
was  inaugurated  to  all  stations  within  45  days  after  the 
effective  date  of  the  certificate. 

As  of  June  30,  1954,  the  carrier  had  a  negative  net  worth 
of  $ — 53,247  and  a  negative  working  capital  of  $ — 435,604. 
The  Board  awarded  it  a  new  segment  between  Indianapolis 
and  Chicago  via  Terre  Haute  and  Danville.  The  new 
services  were  inaugurated  in  less  than  45  days  from  the 
effective  date  of  the  certificate.  This  is  clear  proof  of 
Lake  Central’s  ability  to  operate  the  Chicago-Detroit  seg¬ 
ment  without  delay.  The  Board  has  frequently  recognized 
that  a  certificated  carrier  adding  a  relatively  minor  seg¬ 
ment.  to  its  route  system  can  do  so  without  new7  capital 
financing  or  inordinate  cost.  West  Coast  Case,  8  C.A.B. 
636,  639  (1947) ;  Boston-New  Y ork- Atlanta -N ew  Orleans 
Case .  9  C.A.B.  38,  57-58  (1948). 

1797  B.  There  is  no  creditable  evidence  proving  credit 
commitments  available  to  North  Central  in  the 
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amount  of  $170,759.  The  majority’s  opinion  (page  3)  states 
that  “The  evidence  is  clear  that  North  Central  has  sub¬ 
stantial  credit  commitments  available  to  meet  its  estimated 
requirement  of  $170,759  to  inaugurate  its  service.”  On 
the  contrary,  there  is  no  creditable  evidence — let  alone 
clear  evidence — in  the  record  to  support  this  finding.  The 
record  should  be  reopened  and  reconsideration  granted  to 
permit  further  examination  on  this  erroneous  finding.  Had 
the  majority  opinion  contained  the  requisite  subsidiary 
findings  this  ultimate  finding  could  not  have  been  made. 

C.  Lake  Central’s  “relative  weakness”  has  never  inter¬ 
fered  with  its  inauguration  of  service.  The  majority  opin¬ 
ion  appears  to  have  missed  completely  the  evidence  repeated 
in  Subsection  A  of  this  Part  regarding  the  rapidity  with 
which  Lake  Central  has  inaugurated  service  on  its  1952 
and  1954  new  route  segments.  Lake  Central  requests  re¬ 
consideration  by  the  Board  on  this  and  the  related  findings 
inasmuch  as  it  appears  that  the  majority’s  primary  con¬ 
cern  is  to  get  a  local  service  operation  going,  without 
full  appreciation  of  diversion,  route  and  traffic  integration, 
and  the  promotion  of  a  sound  air  transport  system.  Sight 
lias  been  lost  of  the  fact  that  American  will  continue  to 
provide  service  to  the  intermediate  points  until  suspended 
in  favor  of  a  local  carrier. 

Lake  Central  is  adding  another  DC-3  to  its  fleet  shortly 
before  June  1st  in  order  to  provide  additional  schedule 
frequency  to  its  existing  system  points.  This  ship  is  to 
be  added  regardless  of  the  outcome  of  the  instant  proceed¬ 
ing.  Its  presence  in  Lake  Central’s  fleet  will  enable  the 
carrier  to  add  two  round  trips  a  day  over  the  Chicago- 
Detroit  segment  with  no  strain  on  the  average  daily  util¬ 
ization  of  its  fleet. 

The  DC-3  in  question  is  to  be  obtained  on  lease,  under 
arrangements  already  concluded.  By  leasing  such  air¬ 
craft,  Lake  Central  is  not  required  to  make  an  outlay 
of  capital.  Should  a  second  aircraft  be  necessary  be¬ 
cause  of  the  traffic  demands  of  the  new  segment,  this  too 
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can  be  obtained  from  the  same  source  on  less  than  30 
days  notice.  Thus,  no  obstacles  exist  to  the  prompt 
inauguration  of  service  by  Lake  Central. 

In  connection  with  its  finding  regarding  North  Central’s 
readiness  to  inaugurate  service,  the  majority  may  wish 
on  reconsideration,  and  after  reopening,  to  inquire  with 
regard  to  the  reduction  from  3  to  2  of  North  Central’s 
round  trip  schedules  between  Green  Bay  and  Detroit,  ef¬ 
fective  April  1,  1955.  It  appears  from  one  of  North  Cen¬ 
tral’s  late-filed  exhibits  that  it  mav  have  3  or  4  aircraft 
ready  for  overhaul  at  about  this  time.  There  is  no  evi¬ 
dence  of  record  as  to  how  North  Central  proposes  to 
finance  such  overhauls. 

1798  V. 

The  so-called  operational  advantages  of  North  Central 

BECAUSE  OF  STATION  FACILITIES  ARE  INSUBSTANTIAL  AND 
HAVE  NO  BEARING  ON  THE  ESTABLISHMENT  OF  A  SOUND 
ROUTE  PATTERN. 

A.  Northwest  lms  never  handled  Lake  CentraVs  opera¬ 
tions  at  Chicago.  The  majority  opinion  (page  4)  is  in 
complete  error  in  repeating  indiscriminately  one  of  North 
Central’s  “wild”  statements  to  the  effect  that  Lake  Cen¬ 
tral  has  no  facilities  of  its  own  at  Chicago  and  Northwest 
handles  its  operations.  Counsel  for  Lake  Central  set  the 
record  straight  on  this  at  oral  argument.  Furthermore 
the  Board  may  check  its  own  section  412  agreement  file 
and  determine  the  error  of  its  finding.  Possiblv  some 
confusion  exists  because  Northwest  has  handled  North  Cen¬ 
tral’s  operations  at  Detroit. 

B.  Lake  Central  has  modern ,  adequate  facilities  of  its 
own  at  Chicago.  Like  North  Central  (majority  opinion, 
page  4)  Lake  Central  has  a  downtown  reservations  center 
and  airport  ticket  office.  These  facilities  and  the  assigned 
personnel  are  adequate  to  handle  10  flights  a  day;  they 
now  handle  only  4  daily,  leaving  unused  capacity  of  6 
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daily  flights.  Since  January  1,  1955,  Lake  Central  has 
contracted  for  new  counter  space  at  the  Chicago  airport 
costing  $12,000.  This  was  arranged  without  regard  to  the 
outcome  of  the  present  case,  since  it  permits  a  saving 
of  $600  per  month.  Lake  Central’s  counter  is  located  in 
one  of  the  most  desirable  spots  in  the  terminal,  being 
between  the  Marshall  Field  restaurant  and  the  cigar  and 
candy  stands.  Lake  Central  has  an  understanding  with 
Northwest  for  downtown  ticket  office  space  when  the  need 
arises.  "With  respect  to  outside  loading  facilities,  Ozark, 
Lake  Central  and  North  Central  share  a  loading  “finger”. 
None  of  the  three  has  the  right  to  any  more  ramp  space  than 
the  other;  this  is  an  equal  rights  arrangement  with  ab¬ 
solutely  no  advantage  accruing  to  North  Central. 

With  respect  to  Detroit,  Lake  Central  has  an  under¬ 
standing  with  Northwest  to  provide  all  necessary  ticket¬ 
ing,  maintenance,  reservations  and  operations — all  of  which 
are  within  Northwest’s  capabilities  without  the  addition 
of  personnel  or  equipment. 

Petitioner  finds  it  difficult  to  understand  the  majority’s 
apparent  preference  for  self-operated  facilities  over  joint 
facilities.  The  report  of  the  Congressional  Aviation  Pol¬ 
icy  Board  (80th  Congress,  2d  Session,  Report  No.  949) 
recommended  that: 

1799  “32.  The  Civil  Aeronautics  Board  should  encour¬ 

age  action  by  the  air  carriers  to  achieve  overall 
economies,  particularly  by  joint  operation  of  airport  and 
meteorological  services,  ground  contract  services,  and 
consolidated  ticket  offices.” 

The  majority  opinion  appears  to  favor  the  carrier  which 
has  its  own  facilities,  regardless  of  the  economies  the  joint 
tenant  is  achieving.  Yet  in  an  opinion  handed  down  in 
1948,  the  Board  stated  “We  are  fully  in  sympathy  with 
all  efforts  of  air  carriers  to  reduce  costs  by  the  consoli¬ 
dation  of  individual  duplicating  ground  and  terminal  fa¬ 
cilities.  These  efforts  are  clearly  within  the  scope  of  the 
policy  of  section  2  of  the  Civil  Aeronautics  Act  and  thus 
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in  the  public  interest.”  9  C.A.B.  468,  469.  Lake  Central 
has  a  joint  facilities  arrangement  with  Northwest  at 
Cleveland,  and  has  always  enjoyed  its  fullest  coopera¬ 
tion.  Petitioner  has  been  the  landlord  in  a  joint  facilities 
agreement  with  North  Central  at  Grand  Rapids. 

With  reference  to  the  capacity  of  Lake  Central’s  fa¬ 
cility  at  Chicago  to  handle  the  traffic  expected,  the  following 
study  should  resolve  any  doubts.  Taking  the  largest  esti¬ 
mate  of  Chicago  passengers  on  Route  7  in  the  record — that 
of  North  Central  (Exh.  NOR-27,  p.  6) — wc  find  39  out¬ 
bound  Chicago  passengers  daily. 

In  the  third  quarter  of  1954,  North  Central  with  60 
employees  at  Chicago  boarded  5.08  passengers  per  day 
per  employee.  At  Detroit,  with  5  employees,  North  Central 
boarded  6.5  passengers  per  day  per  employee.  In  Chicago, 
Petitioner  with  9  employees  boarded  1.93  passengers  per 
day  per  employee.  On  a  daily  basis,  Petitioner  boarded  17 
passengers  daily.  These  17,  added  to  the  39  per  day  esti¬ 
mated  for  the  new  segment,  would  total  56  daily  passen¬ 
gers  or  6.2  passengers  per  employee.  This  average  is 
only  slightly  higher  than  North  Central’s  experience  at 
Chicago  in  the  third  quarter  of  1954,  and  slightly  less 
than  its  experience  at  Detroit. 

It  is  clear  from  the  foregoing  that  North  Central  pos¬ 
sesses  no  marked  advantage  over  Lake  Central  at  Chicago 
or  Detroit.  Petitioner’s  Chicago  operation  can  absorb  even 
the  high  traffic  flow  estimated  by  North  Central  without 
adding  one  person. 

Because  of  the  unusual  significance  which  the  majority 
opinion  gives  to  the  physical  facts  of  airport  facilities, 
Petitioner  respectfully  requests  reconsideration  on  this 
point,  including  the  reopening  of  the  record  and  reargu¬ 
ment.  It  is  Petitioner’s  belief  that  these  matters  have 
been  given  an  importance  out  of  line  with  the  realities  of 
airline  operation  and  in  conflict  with  the  Board’s  own 
policy  of  encouraging  joint  operations  and  this  impres¬ 
sion  can  only  be  corrected  on  the  record. 
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1800  VI. 

The  Board  erred  in  finding  that  North  Central  can 

OFFER  MORE  SINGLE-PLANE  SERVICE  THAN  LAKE  CENTRAL. 

A.  The  Board  has  traditionally  and  uniformly  measured, 
new  single-plane  service  by  historic  air  traffic .  The  major¬ 
ity  opinion  (page  5)  states  that  Petitioner  is  “placing  an 
over-emphasis  on  historic  traffic  and  is  under-emphasizing 
the  importance  of  single-plane  service.”  Throughout  this 
finding,  the  majority  opinion  refers  to  North  Central’s 
superior  ability  to  offer  single-plane  service.  Petitioner 
submits  that  regardless  of  how  much  single-plane  service 
is  offered ,  the  test  is  whether  there  is  sufficient  traffic 
available  to  support  it.  And  to  measure  this  available 
traffic,  the  Board  has  uniformly  heretofore  relied  upon 
historic  air  travel  that  moved  via  connecting  service,  on 
eommunitv  of  interest  data,  hotel  counts  and  the  like. 
The  record  contains  none  of  the  usual  community  in¬ 
terest  data ;  it  does  contain  the  historic  air  traffic  as  shown 
by  the  September  1953  and  March  1954  O  &  D  surveys. 
This  information  is  reproduced  as  Appendices  E  and  F  to 
this  petition. 

It  will  be  noted  from  an  examination  of  Appendices  E 
and  F  that  between  South  Bend  and  points  north  of  Chi¬ 
cago  on  North  Central’s  system  the  historic  air  travel 
has  been  insubstantial  despite  the  presence  of  three 
trunkline  carriers  operating  6  round  trips  daily  between 
Chicago  and  South  Bend,  and  of  North  Central  between 
Chicago  and  points  north,  with  its  multiplicity  of  sched¬ 
ules.  Thus,  if  the  theory  of  frequency  of  service  (whether 
by  frequent  connections  or  direct)  has  any  validity,;  it 
should  be  proven  by  the  South  Bend  experience.  It  is 
recognized  that  points  on  Route  7  intermediate  to  Chicago 
and  Detroit  would  not  likely  make  a  strong  showing  be¬ 
cause  of  the  single  round-trip  they  received  from  American. 

The  majority  opinion  also  refers  to  the  opportunity 
North  Central  will  have  to  tailor  its  schedules  so  as  to 
provide  single-plane  service  between  Route  7  points  and 
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points  on  North  Central’s  system  “such  as  Madison,  Mil¬ 
waukee  and  Minneapolis.”  While  North  Central  might 
obtain  some  Milwaukee  and  Madison  traffic,  it  is  doubtful 
that  the  majority  expects  it  to  try  for  the  longer-haul 
Twin  Cities  traffic.  As  a  matter  of  fact,  the  idea  runs 
counter  to  the  views  recently  expressed  by  Members 
Gurney  and  Denny  in  the  Order  (Serial  No.  E-8934,  Febru¬ 
ary  8,  1955)  on  North  CentraPs  Duluth  exemption  (Doc¬ 
ket  No.  6915)  where  it  was  made  plain  that  North  Cen¬ 
tral  was  to  continue  local  service  operations,  and  thereby 
avoid  diversion  from  Northwest.  W7ith  respect  to 
1801  Duluth,  the  order  implied  that  all  Duluth  passen¬ 
gers  should  be  routed  through  the  Twin  Cities  in 
order  that  they  might,  if  they  wished,  make  connections 
on  Northwest’s  services. 

It  appears  that  the  majority  opinion  has  overlooked  the 
mileage  and  fare  penalties  a  Route  7  traveler  would  incur 
in  traveling  “around  the  horn”  to  Chicago  via  North 
Central.  The  following  table  discloses  the  relatively 
great  circuity  of  the  Chicago  routing  over  the  most  direct 
routing. 


Savings 

thru 

Grand 

Routings  Mileage  Rapids 

Battle  Crcek-Kalamazoo-South  Bend-Chicngo-Milwaukce  227 

Battle  Crcck-Kalamazoo-Grand  Rapids- Milwaukee  177  50  miles 


South  Bend-Chieago-Milwaukcc-Oshkosh-Manitowoc-Grcen  Bay  315 

South  Bend-Kalamazoo-Grand  Rapids-Green  Bay  266  49  miles 

Kalamazoo-South  Bcnd-Chieago-Milwaukec  210 

Kalamazoo-Grand  Rapids- Milwaukee  160  50  miles 

Jackson- Battle  Creek-Kalamazoo-South  Bend-Chicago-Milwaukce  267 

Jackson-Battle  Creck-Kalamazoo-Grand  Rapids-Milwaukee  217  50  miles 


Kalamazoo -South  Bend-Chicago-Milwaukee-Oshkosh-Manitowoc- 

Green  Bay  369 

Kalamazoo-Grand  Rapids-Green  Bay  320  49  miles 

Kalamazoo-South  Bend-Chicago-Milwaukec-Madison- 

Wisconson  Rapids/Stevens  Point-Wausau  408 

Kalamazoo-Grand  Rapids-Green  Bay-Clintonvillc- Wausau  309  99  miles 
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The  Board  in  its  decision  in  the  Reopened  North  Cen¬ 
tral  Route  Investigation  Case,  Docket  No.  4603,  et  al.  (Or¬ 
der  E-7295,  April  10,  1953)  broke  an  existing  one-plane, 
one-carrier  service  and  substituted  a  two-carrier  connect¬ 
ing  service,  which  had  carried  on  a  daily  basis  more  pas¬ 
sengers  than  North  Central  projects  between  the  Route  7 
cities  and  Milwaukee  and  other  points  across-the-lake.  Cer¬ 
tainly  there  is  no  greater  need  for  North  Central’s  one- 
plane  service  than  there  was  for  the  service  the  Board 
“disconnected”  in  the  Docket  4603  case. 

The  only  reliable  community  of  interest  data  of  record 
with  regard  to  North  Central’s  cities  is  found  in  the  air 
traffic  surveys.  None  of  North  Central’s  cities  attempted 
to  intervene  in  this  case  to  urge  their  need  for  service  to 
Route  7  points.7 

With  respect  to  the  Lake  Central  system,  the  City  of 
Kokomo  did  appear  and  produce  evidence  and  stand  cross- 
examination  on  the  traffic  needs  of  that  city  and  the  area 
served  through  its  airport.  That  need  was  substantially 
larger  than  the  total  of  all  historic  air  travel  to  which 
1802  North  Central  could  conceivably  provide  one-plane 
service.  (See  Appendices  E  and  F.) 

Appendices  E  and  F  demonstrate  that  Lake  Central 
could  provide  one-carrier,  and  in  the  case  of  many  points, 
one-plane  service,  to  far  more  historic  air  travel  than  North 
Central.  In  the  Klamath  Falls— Medford.  Service  Case, 
Docket  No.  4191,  et  al.  (Order  E-7337,  April  27,  1953)  the 
Board  measured  the  community  of  interest  by  the  air  traf¬ 
fic  O  &  D  surveys  and  awarded  the  route  to  West  Coast 
Airlines,  which  showed  more  community  of  interest  with 
its  existing  route  than  could  Southwest  Airways. 

Thus,  on  the  basis  of  Board  precedents,  the  mere  fact 
that  a  carrier  might  offer,  or  has  the  opportunity  to  offer, 
one-plane  service  has  never  been  controlling  in  determining 


"  In  its  opinion  and  order  on  reconsideration  in  the  Route  No.  106  Renewal 
Case  (Order  E-S948),  two  members  of  the  majority  attached  considerable 
significance  to  the  fact  that  the  cities  involved  did  not  protest  the  Board’s 
award,  thereby  indicating  satisfaction  with  existing  service. 
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the  requirements  of  the  public  convenience  and  necessity. 
In  this  proceeding,  the  public  convenience  and  necessity 
for  service  to  the  Route  7  cities  is  conceded;  however,  it 
must  be  proven  as  to  points  beyond  the  segment  terminals 
of  Chicago  and  Detroit.  North  Central  has  not  done  so, 
and  there  is  no  evidentiary  basis  of  record  for  an  award 
involving  the  requirements  of  off-line  points  except  for 
Kokomo.  The  majority  opinion  deals  in  mere  possibilities; 
such  intangibles  as  these  should  not  be  given  weight  ex¬ 
ceeding  that  of  the  customary  indicia  of  public  convenience 
and  necessity. 

Petitioner  respectfully  requests  reconsideration  with  re¬ 
spect  to  the  foregoing  point,  together  with  rehearing  and 
reargument. 

VII. 

North  Central  will  not  provide  adequate  connecting 

SERVICE  FOR  KOKOMO-DETROIT  PASSENGERS. 

Reconsideration,  rehearing  and  reargument  is  respect¬ 
fully  requested  with  respect  to  the  above  topic.  The  ma¬ 
jority  opinion  (p.  6)  appeared  to  believe  that  it  left  Kokomo 
with  better  connecting  service  because  the  routes  of 
Lake  Central  and  North  Central  would  mesh  at  two  points 
rather  than  one,  and  the  latter  would  offer  more  schedules 
than  had  American.  This  view  is  fallacious  for  a  number 
of  reasons: 

1.  The  Board’s  order  permits  North  Central  to  overfly 
all  but  one  intermediate  between  Chicago  and  Detroit  on 
flights  in  excess  of  two  round  trips  daily.  The  carrier  is 
not  required  to  serve  both  South  Bend  and  Kalamazoo  on 
the  same  flights. 

2.  The  diversion  from  Lake  Central  which  will  result 

from  the  certification  of  North  Central  (see  Part  II, 
1803  supra),  since  it  is  largely  made  up  of  South  Bend, 
Kalamazoo  and,  to  some  extent,  Kokomo  passengers, 
may  cause  Lake  Central  to  curtail  its  schedules  north  of 
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Kokomo  to  one  round-trip  daily  if  the  loss  of  supporting 
traffic  would  make  a  higher  frequency  uneconomical. 

3.  The  available  air  traffic  between  Chicago  and  South 
Bend  will  be  reduced  by  the  presence  of  TWA  and  United 
in  that  Market,  operating  a  total  of  5^2  round  trips.  Ad¬ 
ditionally,  there  are  a  total  of  39  one-way  trips  daily 
on  the  Chicago  South  Shore  and  South  Bend  Railroad, 
with  a  scheduled  running  time  of  two  hours  and  15  minutes. 
In  the  March  1-14,  1954  survey,  there  were  344  local 
South  Bend-Chicago  air  passengers.  The  likelihood  is 
that  North  Central  would  find  it  economically  necessary  to 
skip  South  Bend  on  the  majority  of  its  extra  fights,  and 
it  would  lack  sufficient  South  Bend-Detroit  traffic  to  operate 
shuttles  between  those  points.  However,  Lake  Central 
would  have  the  support  of  traffic  from  points  south  of 
South  Bend  on  Route  88  as  a  backlog  for  flights  which  would 
provide  through-plane  service  to  Detroit.  The  Board  has 
previously  made  findings  concerning  the  marked  community 
of  interest  existing  between  Indiana  and  Ohio  points 
on  Lake  Central,  and  Michigan.  Great  Lakes  Area  Case ,  8 
C.A.B.  360,  394.  Lake  Central  alone  could  profit  from  this 
relationship. 

VIII. 

Because  the  majority’s  decision  marks  an  abrupt  break 
with  over  12  years  of  Board  precedent,  we  respectfully 
urge  that  the  Chairman  participate  in  all  further  proceed¬ 
ings  on  this  matter.  If  the  Chairman  should  not  partic¬ 
ipate,  it  may  be  that  he  would  find  himself,  in  some  future 
proceeding,  facing  a  precedent  with  which  he  could  not 
agree.  If  the  Board  is  to  make  new  policy  with  respect 
to  the  strengthening  of  weak  carriers  in  the  development 
of  a  sound  national  air  transportation  system,  it  would 
appear  proper  and  appropriate  that  it  be  accomplished  by 
the  full  membership. 

Wherefore,  Petitioner  prays  that  the  Board  grant  the 
relief  hereinbefore  requested,  including  reconsideration,  re- 


434 


hearing  and  reargument  on  its  opinion  and  order  as  afore¬ 
said,  that  it  open  the  record  for  further  proceedings,  and 
that  it  stay  its  order  of  February  28,  1955. 

Respectfully  submitted, 


March  30,  1955 


Lake  Central  Airlines,  Inc. 
/ s/  Albert  F.  Grisard 
Albert  F.  Grisard 
Counsel 


1805  APPENDIX  A 

Excerpt  from  Lake  Central’s  Letter  of 
January  21,  1955  to  the  Board 

“Another  feature  of  Mr.  Wheeler’s  argument  deserves 
comment  in  the  light  of  a  related  filing  which  North  Cen¬ 
tral  had  made  with  the  Board  shortly  before  the  oral 
argument,  and  of  which  the  Board  may  take  official  notice. 
In  his  brief  to  the  Board,  Mr.  Wheeler  stated  (p.  11) : 

‘Nor  is  interested  in  this  route  for  another  reason.  If 
this  route  is  awarded  to  North  Central  it  will  be  able  to 
economically  operate  into  two  airports  at  Detroit.  ...  If 
separate  carriers  operate  each  of  these  routes,  neither  car¬ 
rier  can  operate  economically  into  both  airports.’ 

At  page  32  of  the  oral  argument  transcript,  Mr.  Wheeler 
stated : 

‘What  is  the  North  Central  proposal  in  this  proceeding? 
.  .  .  Second,  North  Central  proposes  to  reintroduce  local 
service  to  Detroit  by  serving  both  the  Willow  Run  Air¬ 
port  and  the  Detroit  City  Airport.’ 

Under  questioning  by  Senator  Lee,  Mr.  Wheeler  elabo¬ 
rated  as  follows  (Tr.  37-38) : 

‘Mr.  Lee:  Which  one  do  you  serve  now? 

‘Mr.  Wheeler:  We  serve  the  Willow  Run  Airport  at 
present.  Because  we  cannot  operate  sufficient  schedules 
into  Detroit,  we  cannot  serve  both  airports  at  this  time. 
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‘Mr.  Lee:  "Why? 

‘Mr.  Wheeler:  Because  it  is  uneconomical.  You  have 
to  have,  Senator  Lee,  you  have  to  have  a  number  of  sched¬ 
ules  converging  on  this  point  in  order  to  merge  sufficient 
traffic  to  take  it  on  to  Detroit  City  Airport.  You  are  serv¬ 
ing  one  city ;  you  are  putting  two  operating  companies  into 
one  city.  You  were  putting  two  ticket  offices,  two  landing 
fees  in  one  city.  You  have  to  have  sufficient  revenues  to 
justify. 

‘Mr.  Lee:  Are  there  any  services  downtown  Detroit 
now? 

‘Mr.  Wheeler:  No,  sir.  As  I  have  just  said,  in  order  to 
economically  serve  both  airports  at  Detroit,  the  two  routes 
need  to  merge  at  Detroit  and  merge  that  traffic  at  Detroit 
City  Airport.’ 

“Just  six  days  before  uttering  the  above  words,  Mr. 
Wheeler  had  filed  with  the  Board  an  application  for  an 
exemption  order  (Docket  No.  6971)  requesting  authority 
by  exemption  to  provide  local  air  service  between  Willow 
Run  Airport  and  Detroit  City  Airport.  Paragraph  7  of 
the  application  states : 

‘North  Central  intends  to  file  an  airport  notice  to  serve 
Detroit  City  Airport  and  the  Willow  Run  Airport  on  its 
Segment  7  operation.  This  service  will  begin  on  April  1 , 
1955 .' 

Thus,  North  Central  has  found  it  feasible  to  serve  both 
airports  on  its  existing  segment  alone,  and  without  the  sup¬ 
port  of  any  traffic  to  and  from  the  Route  7  intermediate 
points  involved  in  this  proceeding.  This  announced  in¬ 
tention  completely  vitiates  the  arguments  employed  by 
North  Central  on  brief  and  in  oral  argument  as  to  its  need 
for  certification  between  Detroit  and  Chicago  in  order  to 
enable  it  to  serve  both  Detroit  airports,  and  counsel  for 
North  Central  wTas  of  course  aware  of  this  fact  at  the  time 
he  delivered  the  argument  above  quoted.” 
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1806  APPENDIX  B  Page  1  of  2 

LAKE  CENTRAL  AIRLINES’  PASSENGER  TRAFFIC, 

REVENUE  PASSENGER  MILES  AND  PASSENGER  REVENUE 
SUBJECT  TO  DIVERSION  BY  NORTH  CENTRAL  AIRLINES 


(Based  upon  traffic  actually  reported  in  the  Board’s  March  1-14,  1954 
Origin  and  Destination.  Traffic  Survey) 


O&Dof 

Passengers  Reported 

Routing 

Total 

No.  Psgrs. 

Mileage 

Loss 

toLCA 

per  Psgr. 

Total  Rev. 
Psgr.  Miles 
Subject  to 
Diversion 

K'nlnmarno  — Allentown 

LC  IND  TW 

o 

M 

192 

384 

tt 

— Asheville 

LC  CVG  DL 

1 

317 

317 

a 

— Atlanta 

LC.CVG  DL 

2 

317 

634 

<  c 

— Birmingham 

LC  IND  EA 

4 

192 

768 

t  t 

— Bristol 

LC  CVG  PI 

1 

317 

317 

tt 

— Chicago 

LC  SBN  UA 

9 

id 

54 

108 

tt 

— Cincinnati 

LC 

13 

317 

4121 

tt 

_  i  i 

LC  IND  AA 

1 

192 

192 

tt 

— Cleveland 

LC  SBN  UA 

1 

54 

54 

i  i 

— Columbus 

LC, 

7 

374 

2618 

tt 

_  <  i 

LC  IND  TW 

1 

192 

192 

tt 

— Dallas 

LC  SBN  UA  CHI  AA 

1 

54 

54 

tt 

— Davton 

LC 

1 

303 

303 

a 

_  <  < 

LC  SBN  TW 

4 

54 

216 

tt 

— Fayetteville 

LC  CVG  PI 

1 

317 

317 

tt 

— Green  Bay 

LC,  GRR  NO 

2 

46 

92 

c  t 

— Huntington 

LC  CVG  PI 

2 

317 

634 

tt 

— Indianapolis 

LC 

43 

54 

2292 

t  t 

— Knoxville 

LC  CVG  DL 

1 

317 

317 

t  t 

— Louisville 

LC  IND  EA 

3 

192 

576 

it 

— Memphis 

LC  IND  DL 

9 

192 

384 

t  i 

— Miami 

LC  IND  EA 

O 

dd 

192 

384 

c  t 

— Minneapolis 

LC  GRR  CL 

1 

46 

46 

ti 

— Monroe,  La. 

LC  IND  EA  ATL  DL 

1 

192 

192 

tt 

_  <  < 

LC  IND  EA  BHM  DL 

1 

192 

192 

a 

— Muskegon 

LC  GRR  CL 

1 

46 

46 

a 

— Nashville 

LC  IND  EA 

2 

192 

384 

a 

— Philadelphia 

LC  CLE  UA 

1 

380 

380 

a 

— Pittsburgh 

LC  IND  TW 

2 

192 

384 

1 1 

_  <  < 

LC  GRR  NO  YIP  CL 

1 

46 

46 

t  i 

_  « « 

LC  SBN  UA  TOL  CL 

1 

54 

54 

tt 

— Roanoke 

LC  CVG  PI 

9 

dd 

317 

634 

i  t 

— Rockford 

LC  GRR  CL  CHI  BN 

1 

46 

46 

i  t 

— St.  Louis 

LC  IND  TW 

6 

192 

1152 

tt 

— San  Francisco 

LCSBNUA 

2 

46 

92 

i  t 

— South  Bend 

LC 

1 

46 

46 

it 

— Toledo 

LC  SBN  UA 

9 

id 

46 

92 

tt 

— Winston-Salem 

LC  CVG  PI 

2 

317 

634 

So.  Bend  — Albany 

LC  IND  EA  LEX,  etc. 

1 

138 

138 

tt 

— Atlanta 

LC  CVG  DL 

1 

263 

263 

ft 

_  tt 

LC IND  EA 

1 

138 

138 

it 

— Bristol 

LC  CVG  PI 

1 

263 

263 

i  i 

— Charleston 

LCIND  AA 

1 

138 

138 

t  t 

— Chattanooga 

LC IND  EA 

1 

138 

138 

tt 

— Cincinnati 

LC 

58 

263 

15254 

ti 

_  1 1 

LC  IND  AA 

33 

138 

4554 

ft 

— Columbus 

LC 

7 

320 

2240 

tt 

— Dayton 

LC 

15 

249 

3735 

it 

_  t  t 

LC  IND  TW 

1 

138 

138 

if 

— Detroit 

LC.DAY  TW 

1 

249 

249 

tt 

_  tt 

LC  GRR  CL 

1 

54 

54 

it 

— Evansville 

LC  IND  DL 

15 

138 

2070 
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Total 

Routing  No.  Psgrs. 

Mileage 
Loss 
to  LCA 

per  Psgr. 

Page  2  of  2 

Total  Rev. 
Psgr.  Miles 
Subject  to 
Diversion 

44 

— Fayetteville 

LC  CVG  PI 

1 

263 

263 

a 

— Grand  Rapids 

LC 

39 

54 

2106 

4  i 

— Hartford 

LC  GRR  CL  DCA  AA 

1 

54 

54 

i  i 

— Lancaster 

LC  IND  TW  PIT  AL 

1 

138 

138 

n 

— Lexington 

LC  DAY  TW  CVG  DL 

1 

249 

249 

44 

_  < « 

LCINDEASDFPI 

1 

138 

138 

1807 

So.  Bend 

— Louisville 

LC  IND  EA 

17 

138 

2346 

4  4 

— Mansfield 

LC. 

2 

273 

546 

4  4 

— Nashville 

LC  IND  EA 

3 

138 

414 

4  < 

— New  Bern 

LC  CVG  PI 

1 

263 

263 

t  i 

— New  York 

LC  IND  AA 

1 

138 

138 

a 

_  <  < 

LC  IND  TW 

1 

138 

138 

4  c 

— Norfolk 

LC  CVG  PI 

1 

263 

263 

i  < 

— Raleigh 

LC  CVG  PI 

1 

263 

263 

4  i 

— Richmond,  Va. 

LC.IND  AA 

2 

138 

276 

i  4 

— St.  Louis 

LC  IND  TW 

4 

138 

552 

a 

— St.  Ste.  Marie 

LC  GRR  CL 

1 

54 

54 

a 

— Springfield,  O. 

LC 

4 

274 

1096 

44 

— Terre  Haute 

LC  IND  TW 

2 

138 

276 

4  i 

— Washington 

LC  CHI AA 

1 

206 

206 

4  < 

_  a 

LC.IND  AA 

1 

138 

276 

a 

_  1 1 

LC IND  EA 

1 

138 

138 

Kokomo 

— Detroit 

LC IND  DL 

2 

56  (1) 

112 

4  4 

— Grand  Rapids 

LC 

14 

54 

756 

4  4 

— Kalamazoo 

LC 

2 

54 

112 

4  4 

— Saginaw 

LC  GRR  CL 

1 

182 

182 

4  4 

— W  ausau 

LC  CHI  NO 

1 

42(1) 

42 

Indianapolis — Detroit 

LC  GRR  CL 

2 

100  (1) 

200 

4  4 

— Lansing 

LC  GRR  CL 

3 

100  (1) 

300 

4  4 

— Saginaw’ 

LC  GRR  CL 

1 

100  (1) 

100 

Total  Revenue  Passenger  Miles  subject 

to  Diversion  (2  Weeks) 

61,063 

61,063  times  28  (including  an  adjustment  for  the  low  seasonal  traffic  carried  in  March)  yields 
an  annual  figure  of 

1,709,764  revenue  passenger  miles  subject  to  diversion  by  North  Central. 

Lake  Central’s  average  yield  per  revenue  passenger  mile  in  the  third  quarter  of  19542  was 
6.21  cents. 

1,709,764  revenue  passenger  miles  multiplied  by  6.21  cents  results  in  a  total  of 

$106,176.34  annually3  of  Lake  Central’s  passenger  revenues  subjected  to  diversion  if 
North  Central  is  certificated  into  the  Route  7  points. 

Lake  Central’s  total  passenger  revenues  in  1954  were  only  $679,761.  Thus, 

15.6  percent  of  Lake  Central’s  1954  passenger  revenues  will  be  subject  to  diversion 
if  North  Central  is  certificated  into  the  Route  7  points. 

Lake  Central  estimates,  conservatively,  that  actual  diversion  will  amount  to  more  than 
65  percent  of  the  amount  exposed  to  diversion. 

Notes:  (1)  Net  mileage  figure  after  allowing  for  continued  participation  by  LCA  for  a 
part  of  passenger’s  journey. 

(2)  Derived  from  the  Ray  and  Ray  report  for  the  Conference  of  Local  Airlines. 

(3)  This  figure  makes  no  allowance  for  the  increase  in  traffic — and,  therefore,  the 
increased  diversion  which  will  result — which  has  occurred  since  the  March  1954 
survey  period. 


(Twelve  Months  Ending) 


( Tvolvo  Konthc  Zadiag) 


1 


Month#  of  1 


0#ntr#l  Murned  a  profit  of  434,115, 44  for  tha  oalandar  year  1954, 
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1815  APPENDIX  E 

Page  1  of  2 

LAKE  CENTRAL  AIRLINES,  INC. 

Air  Traffic  in  Passengers  between  Route  7  Points  not  Presently 
served  by  Lake  Central,  and  other  cities  served  by  LCA,  as  shown 
by  Board’s  O  &  D  Survey  for  September  17-30,  1953. 


Battlo 


Between/and 

Creek 

Detroit 

Jackson 

LCA  Totals 

Cincinnati 

4 

1,115T 

0 

4 

Cleveland 

14C 

4,772T 

2C 

Columbus 

3C 

673T 

0 

Indianapolis 

2 

1,047T 

1 

3 

Pittsburgh 

4C 

1,992T 

0 

Grand  Rapids 

0 

317T 

0 

Kalamazoo 

0 

2 

0 

2 

Kokomo 

0 

6 

0 

6 

Mansfield 

0 

6C 

0 

Richmond,  Ind. 

0 

1C 

0 

Dayton 

1C 

643T 

0 

Gary 

0 

2 

0 

2 

Youngstown 

6C 

357T 

0 

Lafayette 

0 

4 

0 

4 

Marion,  0. 

0 

0 

0 

Terre  Haute 

0 

5 

0 

5 

Danville,  Ill. 

0 

6 

0 

6 

To 

be  given  first 

one-carrier 

service  by  LCA: 

32 

c  This  traffic  assumed  to  move  via  trunkline  through  gateway  city,  in  com¬ 
bination  with  local  service  carrier. 

t  This  traffic  assumed  to  travel  entire  journeys  on  trunkline. 

Note:  The  above  tabulation  lists  all  traffic  reported  in  Board’s  survey 
between  all  of  the  LCA  cities  and  Battle  Creek,  Detroit  and  Jackson. 
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1816  APPENDIX  E 

Page  2  of  2 

NORTH  CENTRAL  AIRLINES,  INC. 


Air  Traffic  in  Passengers  between  Route  7  Points  not  presently 
served  by  North  Central,  and  other  cities  served  by  North  Central, 
as  shown  by  Board’s  0  &  D  Survey  for  September  17-30,  1953. 


Between/and 

Battle 

Creek 

Jackson 

South 

Bend 

North 

Central 

Totals 

Milwaukee 

4c 

0 

9C 

Madison 

2 

0 

3c 

2 

Minneapolis 

8C 

0 

31T 

Beloit 

0 

0 

2 

2 

Oshkosh 

1 

0 

1 

2 

Green  Bay 

0 

0 

0 

Wisconsin  Rapids 

0 

0 

1 

1 

To  be  given  first  one-carrier  service  by  North  Central:  7 


c  This  traffic  assumed  to  move  via  trunkline  through  gateway  city,  in 
combination  with  local  service  carrier. 

t  This  traffic  assumed  to  travel  entire  journeys  on  trunklines. 

Note  1:  The  above  tabulation  lists  all  traffic  reported  in  Board’s  survey 
between  all  of  the  North  Central  cities  and  Battle  Creek,  Jackson,  and 
South  Bend. 

Note  2 :  Board ’s  O  &  D  Survey  was  compiled  as  of  period  when  North 
Central’s  seasonally  unbalanced  traffic  was  at  its  highest  peak.  In  the  third 
calendar  quarter  of  1953,  North  Central’s  traffic  was  32%  higher  than  North 
Central’s  average  quarterly  traffic  in  the  year  1953. 
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1817  APPENDIX  F 

Page  1  of  2 

LAKE  CENTRAL  AIRLINES,  INC. 

Air  traffic  in  passengers  between  Route  7  points  not  presently 
served  by  Lake  Central  and  other  cities  served  by  LCA,  as  shown 
by  Board’s  O  &  D  Survey  for  March  1-14,  1954. 

Battle 


Between  and: 

Creek 

Detroit 

Jackson 

LQA  Totals 

Cincinnati 

1 

1027CT) 

0 

1 

Columbus 

O 

4M 

693(T> 

0 

2 

Indianapolis 

1 

1042 (T) 

2 

3 

Pittsburgh 

6(C) 

1615(T> 

0 

0 

Cleveland 

0 

3182 (T) 

1(C) 

0 

Danville 

0 

1 

0 

1 

Dayton 

0 

630 (T) 

0 

0 

Grand  Rapids 

0 

176CT) 

1 

1  ! 

Kokomo 

0 

2 

0 

2 

Lafayette 

0 

12 

0 

12  ; 

Mansfield 

0 

2(C) 

0 

0 

Marion 

0 

2(C) 

0 

0 

Richmond,  Ind. 

0 

4 

0 

4 

Terre  Haute 

0 

4 

0 

4 

Youngstown 

0 

302<T) 

1(C) 

0 

Zanesville 

0 

2(c) 

0 

0 

Passengers  to  be  given  first  one-carrier  service  by  LCA:  30 


(C)  This  traffic  assumed  to  move  via  trunkline  through  gateway  city,  in 
combination  with  local  service  carrier. 

(T)  This  traffic  assumed  to  travel  entire  journey  on  trunkline. 

Note:  The  above  tabulation  lists  all  traffic  reported  in  Board’s  survey 
between  all  of  Lake  Central’s  cities  (except  Lake  Central  cities  which  are 
common  to  Route  7  points,  i.e.,  Chicago,  South  Bend  and  Kalamazoo)  and 
Battle  Creek,  Detroit  and  Jackson. 
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1818  APPENDIX  F 

Page  2  of  2 

NORTH  CENTRAL  AIRLINES,  INC. 

Air  traffic  in  passengers  between  Route  7  points  not  presently 
served  by  North  Central,  and  other  cities  served  by  North  Central, 
as  shown  by  Board’s  O  &  D  Survey  for  March  1-14,  1954. 


Between  and: 

Battle 

Creek 

Jackson 

South 

Bend 

North  Central 
Totals 

Green  Bay 

1 

0 

2(4) 

2 

Madison 

1 

0 

2(4) 

2 

Minneapolis 

5(C) 

2(C) 

22(C) 

0 

Oshkosh 

0 

0 

6 

6 

Grand  Rapids 

0 

1(C) 

0 

0 

Lansing 

0 

0 

3(C) 

0 

Milwaukee 

0 

2 

11(4) 

8 

Passengers  to  be  given  first  one-carrier  service  by  North  Central:  18 


(C)  This  traffic  assumed  to  move  via  trunkline  through  gateway  city,  in 
combination  with  local  service  carrier. 

(T)  This  traffic  assumed  to  travel  entire  journey  on  trunklines. 

(1)  Inasmuch  as  North  Central  would  operate  between  South  Bend  and 
Chicago  in  competition  with  Trans  World  Airlines  and  United  Air  Lines, 
which  carriers  together  operate  4%  round  trips  between  South  Bend 
and  Chicago,  it  has  been  assumed  that  North  Central  would  carry  one- 
half  of  the  traffic.  Also,  in  the  case  of  Milwaukee,  American  and  North¬ 
west  provide  trunk  schedules  between  Chicago  and  Milwaukee,  and  in 
the  case  of  Madison,  Northwest  provides  trunkline  schedules  between 
Madison  and  Chicago. 

Note:  The  above  tabulation  lists  all  traffic  reported  in  the  Board’s  survey 
between  all  of  the  North  Central  cities  (except  North  Central  cities  which  are 
common  to  Route  7  points,  i.e.,  Chicago  and  Detroit)  and  Battle  Creek, 
Jackson  and  South  Bend. 
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Exhibit  A 

Excerpts  From  North  Central  Reply  to  Lake  Central  Petition 

for  Reconsideration 

1884  Page  1  of  4 

CALCULATION  OF  PROBABLE  DIVERSION 
SUMMARY  OF  PAGES  1  THROUGH  4 


Kalamazoo 

South  Bend 

Kokomo 

Indianapolis 

Probable 

Probable 

Probable 

Probable 

Diversion 

Diversion 

Diversion 

Diversion 

Total  RPM’s  Reported 

19694 

39565 

1204 

600 

Unaffected  RPM’s 

15262 

37635 

1204 

400 

%  Diversion,  Eet. 

0 

— 

0 

— 

0 

— 

0 

— 

Some  Adverse  Effect 

1402 

647 

0 

200 

%  Diversion,  Est. 

20 

280 

20 

129 

20 

— 

20 

40 

Equally  Competitive 

2684 

828 

414 

0 

0 

%  Diversion,  Est. 

50 

1342 

50 

— 

50 

— 

50 

— 

NOR  More  Usable, 

346 

455 

0 

0 

%  Diversion,  Est. 

100 

346 

100 

455 

100 

— 

100 

— 

Estimated  Diversion 

RPMs 

1968 

998 

0 

40 

Annualized 

55104 

27944 

0 

1120 

Dollars  <S>  6.21  cts. 

$3421.96 

$1735.32 

0 

$69.55 

All  Stations  totals: 


RPM’s  per  period  —  3006 

Annualized  84168 

Dollars  <S)  6.21  cts.  —  $  186.67 
Annualized  $5226.83 

%  of  total  claimed  4.9 
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ANALYSIS  OF  PROBABLE  DIVERSION 
(Based  on  Lake  Central’s  Appendix  B) 

LAKE  CENTRAL’S  HISTORIC  TRAFFIC,  MARCH  1954 
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ANALYSIS  OF  PROBABLE  DIVERSION 
(Based  on  Lake  Central’s  Appendix  B) 

LAKE  CENTRAL’S  HISTORIC  TRAFFIC,  MARCH  1954 
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ANALYSIS  OF  PROBABLE  DIVERSION 
(Based  on  Lake  Central ’a  Appendix  B) 

LAKE  CENTRAL’S  HISTORIC  TRAFFIC,,  MARCH  1954 
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Exhibit  B 


ANALYSIS  OF  ONE  AND  TWO  CARRIER  SERVICE 
BASED  ON  LCA  APPENDIX  E 
HISTORIC  TRAFFIC  FOR  SEPTEMBER  17-30,  1953 


Page  1  of  2 


Route  7 

City  and 
Destination 

North  Central 

Lake  Central 

1  Carrier 
1  Plane 

1  Carrier 

2  Planes 

2  Carriers 

2  Planes 

1  Carrier 
1  Plane 

1  Carrier 

2  Planes 

2  Carriers 
2  Planes 

Battle  Creek 

Cincinnati 

4 

4 

Cleveland 

14 

14 

Columbus 

3 

3 

Dayton 

1 

1 

Indianapolis 

2 

2 

Madison 

2 

2 

Milwaukee 

4 

4 

Minneapolis 

8 

8 

Oshkosh 

1 

1 

Pittsburgh 

4 

i 

4 

Youngstown 

6 

6 

Sub- Total 

7 

0 

42 

0 

6 

43 

Jackson 

Cleveland 

2 

2 

Indianapolis 

1 

1  1 

Sub-Total 

3 

1 

2 

South  Bend 

j 

Beloit 

2 

2 

Madison 

3 

3 

Milwaukee 

9 

9 

Oshkosh 

1 

1 

Wisconsin  Rapids 

1 

1 

Sub-Total 

16 

16 

Detroit 

Danville 

6 

6 

Gary 

2 

2 

Kalamazoo 

2 

2 

Kokomo 

6 

6 

Lafayette 

4 

4 

Mansfield 

6 

6 

Richmond 

1 

1 

Terre  Haute 

5 

5 

Sub-Total 

2 

30 

2 

13 

17 

Grand  Total 

25 

0 

75 

2 

20 

78 

Grand  Total 

exclusive  of 

Detroit 

23 

0 

45 

0 

7 

61 
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Page  2  of  2 


ANALYSIS  OF  ONE  AND  TWO  CARRIER  SERVICE 


Route  7  City  and 
Destination 

BASED  ON  LCA  APPENDIX  F 
HISTORIC  TRAFFIC  FOR  MARCH  1-14,  1954 

North  Central 

Lake  Central 

1  Carrier  1  Carrier 

1  Plane  2  Planes 

2  Carriers 

2  Planes 

1  Carrier 
1  Plane 

1  Carrier 

2  Planes 

2  Carriers 
2  Planes 

Battle  Creek 

Cincinnati 

1 

1 

Columbus 

9 

** 

2 

Green  Bay 

1 

1 

Indianapolis 

1 

1 

; 

Madison 

1 

1 

Minneapolis 

5 

5 

Pittsburgh 

6 

6 

Sub-Total 

2 

0 

15 

0 

2 

15 

Jackson 

Cleveland 

1 

1 

Grand  Rapids 

1 

1 

Indianapolis 

o 

2 

Milwaukee 

2 

2 

Minneapolis 

2 

2 

Youngstown 

1 

1 

Sub- Total 

2 

1 

6 

0 

4 

5 

South  Bend 

i 

Green  Bay 

2 

2 

Lansing 

3 

3 

Madison 

2 

2 

Milwaukee 

11 

11 

Minneapolis 

99 

22 

Oshkosh 

6 

6 

Sub-Total 

21 

3 

99 

0 

0 

46 

Detroit 

Danville 

1 

1 

Kokomo 

2 

2 

Lafayette 

12 

12 

Mansfield 

2 

2 

Marion 

2 

2 

Richmond 

4 

4 

Terre  Haute 

4 

4 

Zanesville 

2 

2 

Sub- Total 

0 

0 

29 

0 

18 

11 

Grand  Total 

25 

4 

72 

0 

24 

77 

Grand  Total  exclusive 

of  Detroit 

25 

4 

43 

0 

6 

66 
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1897  BEFORE  THE 

CIVIL  AERONAUTICS  BOARD 
WASHINGTON,  D.  C. 


In  the  matter  of  an  investigation 
of  local  service  between  Chicago, 
Ill.  and  Detroit,  Mich. 


Docket  No.  6411,  et  al. 


AMERICAN  AIRLINES,  INC. 


Motion  to  Reopen  Record  for  Receipt  of  Additional  Evidence, 
and  to  Stay  the  Board’s  Order  Serial  No.  E-8975 

TO  THE  CIVIL  AERONAUTICS  BOARD: 

Lake  Central  Airlines,  Inc.  (hereinafter  called  “Lake 
Central”)  moves  the  Board  to  reopen  the  record  in  the 
above-styled  proceeding  for  the  receipt  of  additional  evi¬ 
dence  and  to  stay  the  effectiveness  of  its  Order  Serial  No. 
E-8975  of  February  28,  1955,  and  the  amended  certificates 
of  public  convenience  and  necessity  issued  to  American 
Airlines,  Inc.  (“American”)  and  North  Central  Airlines, 
Inc.  (“North  Central”)  by  the  said  order.  Such  reopening 
is  necessary  and  required  in  order  that  the  Board  may  be 
fully  and  accurately  informed  with  respect  to  the  issues 
presented  in  the  above  proceeding  as  well  as  with  respect 
to  the  bases  and  assumptions  upon  which  the  majority 
opinion  of  February  28,  1955  apparently  rests.  Reopening 
is  also  required  to  prevent  substantial  injustice  to  Lake 
Central  in  the  majority  decision  on  its  application  in  Docket 
No.  6319  and  to  the  cities  and  public  served  by  Route  No. 
88.  The  principal  matters  which  should  be  considered  in 
such  reopened  proceeding  are  cited  below,  together  with 
a  showing  as  to  their  relevancy  and  materiality  in  the 
proper  disposition  of  this  proceeding. 

L 

The  record  should  be  reopened  in  order  to  permit  Lake 
Central  and  North  Central  to  adduce  evidence  (not  present 
in  the  existing  record  except  by  surveys  of  historic  air 
traffic)  respecting  the  community  of  interest  which  exists 
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between  the  Route  7  intermediate  points,  on  the  one  hand, 
and  points  now  on  the  systems  of  Lake  Central  and  North 
Central,  on  the  other  hand.  This  information  is  required 
in  order  to  determine  which  applicant  will  provide  the 
greatest  amount  of  needed  public  service. 

1898  II. 

The  record  should  be  reopened  to  receive  evi¬ 
dence  on  the  amount  of  one-plane  service  which  each  appli¬ 
cant  would  provide  between  the  Route  7  points  and  the 
points  now  on  their  systems.  The  majority  decision  pro¬ 
ceeds  on  the  assumption  that  North  Central  could  provide 
more  such  service  than  Lake  Central;  however,  the  record 
is  devoid  of  any  equipment  routing  schemes  or  system 
schedule  patterns  showing  how  North  Central  could  accom¬ 
plish  this  claimed  one-plane  service. 

III. 

The  record  should  be  reopened  to  receive  evidence  of  the 
many  changes  and  improvements  which  have  been  made  in 
Lake  Central’s  office,  reservations,  ramp  and  other  facili¬ 
ties  at  Chicago  since  the  record  in  this  case  was  closed  on 
April  16,  1954,  but  before  the  Board’s  decision  of  February 
28,  1955,  was  issued.  The  majority  opinion  places  heavy 
emphasis  on  the  alleged  lack  of  such  facilities  and  in  this 
respect  the  majority  acted  upon  the  basis  of  obsolete  and 
inaccurate  information,  to  be  substantial  prejudice  of  Lake 
Central.  Lake  Central  is  prepared  to  produce  evidence 
showing  that  its  existing  facilities  and  personnel  at  Chicago 
are  entirely  adequate  to  handle  even  the  largest  volume  of 
traffic  estimated  on  this  record  as  using  the  Chicago  ter¬ 
minal  of  the  Route  7  segment. 

IV. 

The  record  should  be  reopened  to  receive  evidence  as  to 
the  actual  financial  and  earnings  position  of  Lake  Central 
as  of  the  time  the  Board’s  decision  was  adopted,  and  as  to 
the  refinancing  which  Lake  Central  accomplished  in  early 
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February,  1955,  prior  to  the  issuance  of  the  Board’s  deci¬ 
sion.  The  majority  decision,  adopted  February  28,  1955, 
relied  upon  a  negative  working  capital  position  of  $-368,529, 
when  in  fact  Lake  Central’s  working  capital  position  as  of 
the  date  of  the  Board’s  decision  was  $-143,147.61.  Simi¬ 
larly,  the  majority  opinion  relied  upon  a  net  worth  position 
of  $11,219,  whereas  Lake  Central’s  actual  net  worth  on  Feb¬ 
ruary  28,  1955  was  $36,718.43.  Moreover,  the  majority 
opinion  ignored  the  net  profit  of  some  $34,000  which  Lake 
Central  realized  in  the  year  1954.  It  is  extremely  important 
that  the  record  be  reopened  to  reflect  these  accurate  facts 
inasmuch  as  the  majority  decision  rests  heavily  upon  other, 
erroneous  figures  in  its  finding  that  North  Central  can  in¬ 
augurate  service  earlier  than  Lake  Central  because  of  Lake 
Central’s  asserted  poor  financial  condition. 

1899  V. 

The  record  should  be  reopened  to  receive  com¬ 
petent  evidence  on  the  relative  economy  of  providing 
service  through  the  existing  station  facilities  of  the  two 
principal  applicants,  and  on  the  cost  advantages  of  joint 
facilities  over  self-operated  facilities.  The  majority  decision 
relied  heavily  upon  the  fact  that  North  Central  had  existing 
facilities  at  Detroit  and  Chicago,  whereas  Lake  Central  had 
no  facilities  of  its  own  at  either.  Lake  Central  is  prepared 
to  show  that  it  has  facilities  at  Chicago  as  adequate  as  those 
of  North  Central  for  the  use  which  will  be  made  of  them. 
Lake  Central  will  also  show  that  it  has  made  arrangements 
with  Northwest  Airlines,  Inc.  to  handle  its  operations  at 
Detroit  on  a  joint  facility  basis,  and  that  such  service  can 
be  provided  more  cheaply  by  Northwest  than  by  a  separate 
installation.  North  Central  has  admitted  the  truth  of  this 
proposition  in  another  proceeding.  (See  the  North  Central 
application  for  exemption  in  Docket  No.  5649,  filed  July 
14, 1952.)  Lake  Central  will  further  show  that,  on  the  basis 
of  passengers  handled  per  employee  per  day,  it  can  handle 
the  heaviest-predicted  traffic  at  Chicago  without  adding  per¬ 
sonnel,  whereas  North  Central  cannot,  and  can  handle  the 
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traffic  anticipated  at  Kalamazoo  and  South  Bend  with  ex¬ 
isting  staffing,  whereas  North  Central  must  provide  com¬ 
plete  staffing.  Lake  Central  will  also  show  that  it  can  handle 
the  projected  Detroit  traffic  -without  adding  personnel  or 
purchasing  ground  equipment  through  its  joint  facility  ar¬ 
rangement  with  Northwest,  whereas  North  Central  will  be 
compelled  to  add  personnel  at  Detroit.  The  combination  of 
all  the  foregoing  factors  establishes  that  Lake  Central  can 
operate  the  Route  7  segment  at  less  cost  than  North  Cen¬ 
tral — an  essential  fact  of  the  utmost  importance  to  the  dis¬ 
position  of  this  proceeding. 

In  substantiation  of  a  part  of  the  foregoing  offer  of 
proof,  there  is  attached  to  this  Motion,  as  Exhibit  A,  a  let¬ 
ter  dated  March  4,  1955  from  Mr.  Donald  W.  Nyrop,  Presi¬ 
dent  of  Northwest  Airlines,  Inc.  This  letter  shows  that 
arrangements  -with  Northwest  had  been  made  in  January 
1955,  prior  to  issuance  of  the  Board’s  decision  and  order. 

VI. 

The  record  should  be  reopened  to  receive  evidence  as  to 
the  fact  that  Lake  Central  can  obtain  the  necessary  flight 
equipment  to  operate  the  Route  7  segment  without  expend¬ 
ing  capital  funds.  It  is  evident  from  this  foregoing  state¬ 
ment  that  a  negative  working  capital  position  is  no  deter¬ 
rent  to  the  immediate  inauguration  of  service  over  the  new 
segment,  although  the  majority  decision  relied  upon 
1900  this  fact  in  finding  that  North  Central  could  inaugu¬ 
rate  service  more  rapidly  than  Lake  Central.  There 
is  attached  to  this  Motion  as  Exhibit  B  copy  of  a  letter 
dated  March  18,  1955  from  William  C.  Wold  Associates 
which  establishes  the  prompt  availability  of  DC-3  airline 
aircraft  for  lease.  In  this  connection,  Lake  Central  is  pre¬ 
pared  to  prove  that  it  is  going  to  acquire  an  additional  air¬ 
craft  before  June  1, 1955,  in  any  event,  to  meet  the  needs  of 
its  summer  schedule  pattern;  that  with  such  aircraft  and 
its  existing  fleet  of  seven,  it  will  have  sufficient  additional 
utilization  available  to  provide  two  round  trips  daily  over 
the  Route  7  segment;  and  that  a  second  DC-3  aircraft  can 
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be  obtained  on  lease,  or  short  notice,  if  the  traffic  volume  of 
the  new  segment  requires  a  higher  schedule  frequency. 

VII. 

The  record  should  be  reopened  to  receive  evidence  con¬ 
cerning  the  serious  and  crippling  effect  upon  Lake  Central 
of  the  award  to  North  Central  because  of  the  diversion  of 
traffic  revenues.  The  majority  decision  gave  no  considera¬ 
tion  whatsoever  to  this  problem.  The  record  requires  sup¬ 
plementing  on  the  basis  of  the  passenger  traffic  reported 
not  only  in  the  published  origin  and  destination  surveys  but 
also  in  the  Form  2787  reports  of  all  carriers  concerned.  It 
is  also  important,  in  order  that  the  Board  obtain  a  compre¬ 
hensive  view  of  the  total  diversionary  impact  of  the  ma¬ 
jority’s  award,  to  have  accurate  data  on  the  non-passenger 
revenues  which  will  be  diverted  from  Lake  Central  if  the 
majority  decision  stands,  data  which  is  not  provided  by  the 
traffic  surveys.  Likewise,  the  majority  should  have  avail¬ 
able  for  reconsideration  evidence  bearing  on  the  probable 
increase  in  Lake  Central’s  subsidy  needs  required  to  offset 
such  diversion,  as  well  as  competent  evidence  regarding  the 
deterioration  in  Lake  Central’s  service  between  points  on 
its  existing  route  which  will  result  from  the  diversion  of 
supporting  traffic  by  North  Central.  It  is  Lake  Central’s  be¬ 
lief  that  failure  to  reopen  the  record  to  receive  such  evi¬ 
dence,  and  to  reconsider  the  award  of  February  28, 1955  in 
the  light  of  such  evidence,  will  constitute  reversible  error. 

VIII. 

The  record  should  be  reopened  to  receive  evidence  re¬ 
quired  to  sustain  the  majority’s  finding  (page  3  of  majority 
decision)  that  “The  evidence  is  clear  that  North  Central 
has  substantial  credit  commitments  available  to  meet  its 
estimated  requirement  of  $170,759  to  inaugurate  its  serv¬ 
ice.”  The  record  as  it  now  stands  is  inadequate  to 
1901  support  such  finding. 

Furthermore,  one  of  North  Central’s  late-filed  ex¬ 
hibits  indicates  that  North  Central  has  four  DC-3  aircraft 
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requiring  airframe  overhauls  within  a  short  span  of  time — 
estimated  to  be  at  about  this  date — and  its  exhibits  and 
stipulated  Form  41  reports  do  not  show  the  sources  from 
which  such  overhauls  will  be  financed.  North  Central’s  ex¬ 
pert  witness  testified  that  the  costs  of  such  overhaul  ranged 
between  $35,000  and  $40,000  per  DC-3.  (Tr.  331)  According 
to  North  Central’s  Form  41  reports,  as  of  September  30, 
1954,  it  had  a  balance  of  only  $2,775  in  its  Reserve  for  Air¬ 
craft  Overhaul  account  (A/N-2410).  The  record  should  be 
reopened  to  obtain  competent  evidence  on  this  point. 

IX. 

Reopening  is  required  in  order  to  obtain  competent  evi¬ 
dence  on  the  unlikelihood,  contrary  to  the  finding  in  foot¬ 
note  4,  page  6  of  the  majority  opinion,  that  certification 
of  North  Central  will  improve  service  between  Kokomo, 
Logansport,  Marion  and  Peru,  Indiana  and  Detroit,  Michi¬ 
gan,  and  to  receive  evidence  on  the  probable  worsening  of 
the  existing  connecting  service  because  (A)  of  the  diversion 
of  traffic  from  Lake  Central  by  North  Central,  (B)  of  the 
inability  of  the  South  Bend-Chicago  market  to  support  mul¬ 
tiple  frequencies  by  North  Central,  and  (C)  of  the  permis¬ 
sion  given  North  Central  to  operate  skip-stop  services, 
serving  a  minimum  of  one  intermediate  point  on  all  fre¬ 
quencies  in  excess  of  two  round-trips  daily. 

X. 

Reopening  is  required  to  receive  evidence,  not  available 
at  the  time  of  the  Examiner’s  hearing,  of  the  location  of  a 
new  Chrysler  plant  at  Kokomo,  and  of  the  increase  in  other 
industrial  activity  in  the  area  served  through  the  Kokomo 
airport,  and  the  resulting  increased  need  of  such  area  for 
one-carrier,  one-plane  service  to  Detroit. 

XI. 

The  record  should  be  reopened  to  receive  evidence,  which 
could  not  be  produced  at  the  Examiner’s  hearing  but  which 
was  available  prior  to  the  majority  decision  herein,  of  the 
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changes  which  have  occurred  in  the  ownership  and  manage- 
ment  of  Lake  Central.  In  this  connection,  this  record  should 
also  reflect  the  facts  shown  in  a  petition  concurrently  filed 
with  the  Board  in  Docket  No.  4034,  et  al.,  requesting  ap¬ 
proval  of  amendments  to  the  existing  Lake  Central 
1902  Voting  Trust  Contract,  of  a  change  in  the  Voting 
Trustee,  and  of  the  expansion  of  Lake  Central’s 
Board  of  Directors.  All  of  the  foregoing  facts  are  impor¬ 
tant  in  any  consideration  of  the  fitness,  willingness  and 
ability  of  Lake  Central  and  of  the  ability  of  the  carrier 
speedily  to  inaugurate  service  over  the  Route  7  segment. 

XII.  I 

The  Board’s  order  of  February  28,  1955  (Serial  No. 
E-8975)  and  the  effectiveness  of  the  amended  certificates 
issued  thereunder  to  American  and  North  Central  should 
be  stayed  pending  the  reopening  and  reconsideration  re¬ 
quested  herein.  Lake  Central  earnestly  submits  that  the 
failure  to  grant  such  stay  -will  result  in  irreparable  injury 
to  it,  in  complete  disregard  of  the  public  interest.  Such 
stav  will  not  adverselv  affect  the  interests  of  the  other 

*  V 

parties  since,  as  stated  at  page  6  of  the  Initial  Decision, 
American  is  willing  to  continue  serving  the  Route  7  cities 
even  if  all  the  local  service  carrier  applications  are  denied. 
The  situation  here  is  similar  to  that  which  confronted  the 
Board  in  its  supplemental  opinion  on  reconsideration  in  the 
Southern  Service  to  the  West  Case,  14  C.A.B.  310,  312 
(1951),  where  the  Board  found: 

“In  this  connection,  the  Board  also  has  in  mind  the  signi¬ 
ficant  fact  that  the  Braniff-Continental-American  inter¬ 
change  is  not  yet  in  operation.  Hence,  the  revision  of  the 
Board’s  original  decision  will  not  have  the  effect  of 
terminating  operations  already  in  being  or  of  depriving 
any  portion  of  the  public  of  any  existing  service.  Fur¬ 
thermore,  it  does  not  appear  that  any  of  the  parties  to 
this  proceeding  have  been  induced  by  the  previous  deci¬ 
sion  to  act  to  their  detriment  in  any  substantial  manner.” 
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The  stay  and  reopening  requested  herein  will  not  have 
“the  effect  of  terminating  operations  already  in  being  or  of 
depriving  any  portion  of  the  public  of  any  existing  serv¬ 
ice.”  On  the  other  hand,  the  failure  to  stay  the  majority’s 
action  and  to  reopen  the  record  will  inflict  irreparable  in¬ 
jury  on  Lake  Central,  seriously  impairing  its  ability  to  pro¬ 
vide  adequate  service  to  its  existing  system,  and  requiring 
a  substantial  upward  adjustment  of  its  subsidy  pay. 

Ample  precedent  exists  for  reopening  and  reconsidera¬ 
tion,  as  proposed  by  Lake  Central.  See  Kansas  City-Mem- 
phis-Florida  Case ,  9  C.A.B.  401 ;  Middle  Atlantic  Area  Case 
( Pittsburgh ),  10  C.A.B.  257 ;  West  Coast  Case ,  8  C.A.B.  14; 
Southern  Service  to  the  West  Case,  14  C.A.B.  310;  and 
North  Central  Route  Investigation  Case,  Order  Serial  No. 
E-5952  (December  13,  1951).  In  the  West  Coast  Case, 
supra,  the  record  was  reopened  for  further  argument  and 
reconsideration  of  American’s  application  after  such  appli¬ 
cation  had  been  denied  because  of  the  additional  competi¬ 
tion  it  would  provide.  In  its  petition  for  reconsidera- 
1903  tion  American  modified  its  proposal  to  eliminate  the 
possibility  of  such  diversion,  and  the  Board  found 
that  a  re-examination  of  the  facts  of  record  was  then  in 
order. 

No  doubt  arises  as  to  the  Board’s  power  to  modify  or  set 
aside  its  order  in  this  case,  or  to  stay  its  effectiveness. 
Sub-sections  1005(a)  and  1005(d)  of  the  Civil  Aeronautics 
Act. 

Wherefore,  Lake  Central  moves  the  Board  to  re 
open  the  record  in  this  proceeding  for  the  receipt  of  further 
evidence  as  to  the  foregoing  matters,  and  to  stay  its  order 
(E-8975)  of  February  28,  1955,  and  the  effectiveness  of  the 
amended  certificates  issued  by  such  order. 

Respectfully  submitted, 

Lake  Central  Airlines,  Inc. 

By:  /s/  Albert  F.  Grisard 
Albert  F.  Grisard 

April  7, 1955.  Counsel 
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1904  Exhibit  A 

NORTHWEST  AIRLINES,  INC. 

1885  UNIVERSITY  AVENUE 
ST.  PAUL  1,  MINNESOTA 

Office  of 
The  President 

March  4, 1955 

Mr.  R.  B.  Stewart,  President 
Lake  Central  Airlines 
Weir  Cook  Airport 
Indianapolis,  Indiana 

Dear  Bob : 

Thank  you  for  your  letter  of  February  7,  1955.  It  was 
thoughtful  of  you  to  acknowledge  the  annual  pass  and  I 
sincerely  hope  you  will  use  it  and  come  to  the  Twin  Cities 
to  see  us  sometime  in  the  near  future. 

I  was  very  pleased  to  know  that  Lake  Central  Airlines 
is  w^ell  satisfied  with  the  services  we  are  providing  for  you 
at  the  Cleveland  airport  in  handling  your  DC-3  flights 
through  Northwest’s  gate  positions.  In  January  I  discussed 
with  Gwin  Hicks  the  possibility  of  Northwest  providing 
airport  services  and  downtown  ticketing  service  for  Lake 
Central  at  Detroit  and  Pittsburgh.  I  was  pleased  to  note 
from  your  letter  that  this  proposal  meets  with  your  con¬ 
currence.  When  you  are  ready  to  move  forward  wdth  these 
projects,  please  contact  Mr.  Dale  Merrick,  Assistant  Vice 
President — Properties. 

With  best  personal  regards, 

Sincerely  yours, 

/s/  Don  Nyrop 

Donald  W.  Nyrop 
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1905  Exhibit  B 

WILLIAM  C.  WOLD 
ASSOCIATES 

GREENWICH,  CONNECTICUT 

Please  reply  to  New’  York  Office 
516  Fifth  Avenue,  NewT  York  36,  N.  Y. 

Telephone,  MUrray  Hill  7-2050 

March  18, 1955 

Mr.  L.  W.  Hartman,  Executive  Vice  President 
Lake  Central  Airlines,  Inc. 

Weir  Cook  Airport 
Indianapolis,  Indiana 

Dear  Lloyd : 

This  will  confirm  wdiat  I  told  Bob  Clifford  today,  that  wre 
have  adequate  DC-3’s  and  C-47’s  on  hand  anticipate  no 
difficulty  whatsoever  in  meeting  your  requirements  for  pos¬ 
sible  expansion  of  your  fleet.  I  am  enclosing  for  your  guid¬ 
ance  a  fresh  set  of  listings  describing  our  present  offerings 
in  DC-3  and  C-47  category. 

Please  let  us  know’  wdien  you  are  ready  to  move  and  we 
wfill  arrange  for  you  to  see  aircraft  which  are  of  particular 
interest  to  you  on  very  short  notice.  I  am  confident  that  wre 
can  wrork  out  either  a  purchase  or  a  lease  to  your  satisfac¬ 
tion  and  deliver  an  aircraft  to  your  requirements,  all  wdthin 
30  days  notice. 

I  will  be  looking  forward  to  hearing  from  you  or  Bob, 
and  having  the  opportunity  to  assist  Lake  Central. 
Kindest  regards. 

Sincerely, 

William  C.  Wold  Associates 
/s/  Bill  Wold 
William  C.  Wold 


wcw  :gm 
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Enel.  DC-3  listings 

[The  DC-3  listings  attached  to  this  letter  offer  a  total  of 
nine  DC-3  aircraft  equipped  for  airline  operations  and 
powered  by  Pratt  and  Whitney  engines  (the  standard  on 
Lake  Central’s  existing  fleet)  and  two  DC-3  aircraft 
powered  by  Wright  engines.] 


1933  BEFORE  THE 

CIVIL  AERONAUTICS  BOARD 
WASHINGTON,  D.  C. 


In  the  matter  of  an  investigation 
of  local  service  between  Chicago, 
Ill.  and  Detroit,  Mich. 


Docket  No.  6411,  et  al. 


AMERICAN  AIRLINES,  INC. 


Answer  and  Opposition  of 
Lake  Central  Airlines,  Inc. 

to  the  Replies  of 
North  Central  Airlines,  Inc. 
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North  Central’s  Exhibit  B 
(Revised) 

Page  1  of  2 


ANALYSIS  OF  ONE  AND  TWO  CARRIER  SERVICE 
BASED  ON  LCA  APPENDIX  E 
HISTORIC  TRAFFIC  FOR  SEPTEMBER  17-30,  1953 


Route  7  City  and 
Destination 

Battle  Creek 
Cincinnati 
Cleveland 
Columbus 
Dayton 
Indianapolis 
Madison 
Milwaukee 
Minneapolis 
Oshkosh 
Pittsburgh 
Youngstown 
Sub-Totals 


North  Central 

1  Carrier  1  Carrier  2  Carriers 
1  Plane  2  Planes  2  Planes 


4 

14 

3 

1 

2 


4 

6 

7  0  42 


Lake  Central 

1  Carrier  1  Carrier  2  Carriers 
1  Plane  2  Planes  2  Planes 


4  1 

14 

3 
1 

2  3 

o 

4 
8 
1 
4 
6 

6  0  43 


Jackson 

Cleveland 

Indianapolis 

Sub-Totals 

South  Bend 
Beloit 3 
Madison  * 
Milwaukee  * 
Oshkosh  3 
Wisconsin  Rapids 
Sub-Totals 


2 

1 

3 


1 

1 

1.5 

1.5 

4.5 

4.5 

.5 

.5 

.5 

.5 

S 


2 

l3 

1  2 


3 

9 

1 

1 

16 


8 
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Route  7  City  and 
Destination 

Detroit 

Danville 

Gary 

Kalamazoo 
Kokomo 
Lafayette 
Mansfield 
Richmond,  Ind. 
Terre  Haute 
Sub-Totals 
Grand  Totals 


North  Central 

1  Carrier  1  Carrier  2  Carriers 
1  Plane  2  Planes  2  Planes 


6 

2 

2 

6 

4 
6 
1 

5 

2  30 

17  0  83 


Lake  Central 

1  Carrier  1  Carrier  2  Carriers 
1  Plane  2  Planes  2  Planes 


61 * * 4 

2" 

0 

w 

6  * 

4  * 

6 

l  ; 

5 

25  1  6 

32  1  67 


1  Lake  Central  carried  25  Grand  Rapids-Cincinnati  passengers  in  this  Survey  period  via 
a  routing  longer  than  the  Battle  Creek-Cincinnati  routing. 

*  Lake  Central  plans  to  provide  one-plane  service  between  these  points. 

*  North  Central  proposes  three  round  trips  daily  between  South  Bend  and  Chicago,  in 
competition  with  a  total  of  4*4  round  trips  provided  by  TWA  and  United.  It  has  been 
assumed,  therefore,  that  North  Central  would  carry  only  one-half  of  the  Chicago-South 
Bend  traffic  which  ultimately  moves  to  or  from  the  points  on  Route  86.  The  remaining 
one-half  may  make  connections  at  Chicago  with  North  Central,  Northwest  or  American. 

4  Lake  Central  can  provide  a  one-plane  service  to  Danville,  through  Chicago;  and  is  as 
likely  to  do  so  as  is  North  Central  to  provide  a  one-plane  service  between  Battle  Creek 
and  Madison,  Milwaukee  and  Oskosh. 

*  Lake  Central  serves  Gary  and  Lafayette  on  two  segments  between  Chicago  and  Indian¬ 
apolis  and  can  provide  these  passengers  with  one-plane  service  through  Chicago. 
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1952  North  Central’s  Exhibit  B  j 

(Revised)  | 

Page  2  of  2  I 

ANALYSIS  OF  ONE  AND  TWO  CARRIER  SERVICE 
BASED  ON  LCA  APPENDIX  F 
HISTORIC  TRAFFIC  FOR  MARCH  1-14,  1954 


Route  7  City  and 
Destination 

North  Central 

Lake  Central 

1  Carrier  I  Carrier 
1  Plane  2  Planes 

2  Carriers 

2  Planes 

1  Carrier  1  Carrier 
1  Plane  2  Planes 

2  Carriers 

2  Planes 

Battle  Creek 

Cincinnati 

1 

l1 

Columbus 

2 

2 

Green  Bay 

1 

1 

Indianapolis 

1 

la 

i  , 

Madison 

1 

1 

Minneapolis 

5 

5 

Pittsburgh 

6 

6 

Sub-Totals 

2 

15 

2 

15 

Jackson 

Cleveland 

1 

1 

Grand  Rapids 

1 

1 

Indianapolis 

2 

2 3 

Milwaukee 

2 

o 

M 

Minneapolis 

2 

9 

M 

Youngstown 

1 

1 

Sub-Totals 

2  1 

6 

2  1 

6 

South  Bend 

Green  Bay* 

1* 

1 

2 

Lansing 

3 

3 

Madison 1 

1 

1 

2 

Milwaukee  * 

6 

5 

11 

Minneapolis 

99 

MM 

22 

Oshkosh  * 

3 

3 

6 

Sub-Totals 

11 

35 

46 
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North  Central  Lake  Central 


Route  7  City  and 
Destination 

1  Carrier 
1  Plane 

1  Carrier  2  Carriers 

2  Planes  2  Planes 

1  Carrier 

1  Plane 

1  Carrier  2  Carriers 

2  Planes  2  Planes 

Detroit 

Danville 

1 

l1 * * 4 * 

Kokomo 

2 

O  2 

w 

Lafayette 

12 

12  6 

Mansfield 

2 

2 

Marion 

2 

2 

Richmond,  Ind. 

4 

4  * 

Terre  Haute 

4 

4 

Zanesville 

o 

2 

Sub-Totals 

29 

23 

6 

Grand  Totals 

15 

1  85 

27 

1  73 

1  Lake  Central  carried  17  Grand  Rapids-Cincinnati  passengers  in  this  Survey  period  via 
a  routing  longer  than  the  Battle  Creek-Cincinnati  routing. 

*  Lake  Central  plans  to  provide  one-plane  service  between  these  points. 

*  North  Central  proposes  three  round  trips  daily  between  South  Bend  and  Chicago,  in 
competition  with  a  total  of  4%  round  trips  provided  by  TWA  and  United.  It  has  been 
assumed,  therefore,  that  North  Central  would  carry  one-half  of  the  Chicago-South  Bend 
traffic  which  ultimately  moves  to  or  from  the  points  on  Route  86.  The  remaining  one-half 
may  make  connections  at  Chicago  with  North  Central,  Northwest  or  American. 

4  Lake  Central  can  provide  a  one-plane  service  to  Danville,  through  Chicago,  and  is  as 

likely  to  do  so  as  is  North  Central  to  provide  a  one-plane  service  between  Battle  Creek 
and  Green  Bay  and  Madison. 

e  Lake  Central  serves  Lafayette  between  Chicago  and  Indianapolis  and  can  provide  these 
passengers  with  one-plane  service  through  Chicago. 
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1959  Order  No.  E-9128 

UNITED  STATES  OF  AMERICA 
CIVIL  AERONAUTICS  BOARD 
WASHINGTON,  D.  C. 

Served :  April  22, 1955 

Adopted  by  the  Civil  Aeronautics  Board 
at  its  office  in  Washington,  D.  C., 
on  the  22nd  day  of  April,  1955 

In  the  matter  of 

AMERICAN  AIRLINES,  INC., 

CHICAGO-DETROIT  ROUTE  7  Docket  No.  6411  et  al. 

LOCAL  SERVICE  CASE 

Supplemental  Opinion  and  Order 

On  February  28, 1955,  the  Board  adopted  its  Opinion  and 
Order  (E-8975)  in  the  above  case,  in  which  it  temporarily 
suspended  the  certificate  authority  of  American  Airlines, 
Inc.  (American)  on  route  No.  7  to  serve  South  Bend,  Ind., 
Kalamazoo,  Battle  Creek,  Jackson  and  Ann  Arbor,  Mich., 
as  intermediate  points  between  Chicago,  Ill.,  and  Detroit, 
Mich.,  and  substituted  therefor  North  Central  Airlines,  Inc. 
(North  Central)  over  the  same  route  segment  until  Septem¬ 
ber  30,  1955. 

The  City  of  Battle  Creek  (Battle  Creek),  the  Chamber  of 
Commerce  and  the  Board  of  Aviation  Commissioners  of 
Kokomo  (Kokomo),  and  Lake  Central  Airlines,  Inc.  (Lake 
Central),  have  filed  petitions  for  reconsideration,  rehearing 
and/or  reargument.  Lake  Central  has  requested  a  stay  of 
the  Board’s  order  and  of  the  effective  date  of  the  certifi¬ 
cates  involved,  pending  reconsideration  and  reopening  of 
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the  record.  American  has  filed  a  petition  requesting  clari¬ 
fication  of  the  Board’s  order.1 
1960  The  Administrator  of  General  Services  has  filed  a 
motion  for  modification  of  the  Board’s  order  E-9051 
of  March  29,  1955,  dismissing  his  petition  to  intervene 
herein. 

The  Board  upon  consideration  of  the  petitions  filed  by 
Battle  Creek,  Kokomo  and  Lake  Central  and  the  answers 
thereto,  finds  that  the  matters  set  forth  in  each  of  said 
petitions  do  not  demonstrate  material  error  in  the  Board’s 
decision  or  otherwise  warrant  the  granting  of  the  relief  re¬ 
quested.  The  petitions  should  therefore  be  denied.  Further¬ 
more,  we  do  not  find  merit  in  the  requests  to  reopen  the 
record  to  consider  new  and/  or  additional  evidence  in  this 
case.  Consequently,  such  motions  should  be  denied. 

Battle  Creek,  in  urging  reconsideration  of  our  decision, 
alleges  that  we  failed  to  consider  the  issue  of  retaining 
American  at  Battle  Creek,  even  though  American  is  sus¬ 
pended  at  the  remaining  route  7  intermediate  points.  The 
City  asserts  that  a  local  service  carrier  cannot  meet  the 
needs  of  Battle  Creek  and,  therefore,  American’s  service 
should  be  continued.2  Battle  Creek,  as  hereinafter  dis¬ 
cussed,  alleges  that  the  movement  of  the  Federal  Civil  De¬ 
fense  Agency  to  Battle  Creek  and  the  projected  movement 
of  other  Federal  installations  there,  makes  the  retention  of 
American’s  trunkline  service  more  imperative.  American 
asserts  in  reply  that  (1)  the  Civil  Defense  Agency  will  not 
be  adversely  affected  by  American’s  suspension,  and  (2) 

1  North  Central  and  the  City  of  Kalamazoo  have  filed  answers  to  all  peti¬ 
tions  for  reconsideration,  reargument  and  rehearing;  North  Central  has  also 
filed  an  answer  to  Lake  Central’s  motion  to  reopen  the  record.  American 
has  filed  an  answer  to  Battle  Creek’s  petition  for  reconsideration  and/or 
rehearing. 

Lake  Central  has  filed  an  “answer  and  opposition”  to  the  “replies”  of 
North  Central.  The  City  of  Battle  Creek  has  filed  a  “reply”  to  the  answer 
of  American  to  the  City’s  petition  for  reconsideration  and  rehearing.  Al¬ 
though  these  documents  are  subject  to  dismissal,  since  not  provided  for  by 
our  Rules  of  Practice,  we  have  considered  the  contentions  of  the  carriers. 

’  It  is  not  clear  whether  Battle  Creek  urges  service  by  American  evclusively, 
or  in  addition  to  the  local  carrier’s  service. 


retention  of  American  at  Battle  Creek  would  be  extremely 
costly. 

1961  We  have  concluded  that  the  petition  of  Battle  Creek 
should  be  denied,  for  we  are  convinced  that  the  local 

service  to  be  provided  under  our  decision  will  be  superior  to 
that  which  American  has  provided  or  that  American  could 
economically  provide  if  Battle  Creek  were  left  on  Ameri¬ 
can’s  Chicago-Detroit  segment.  The  local  service  to  be  of¬ 
fered  by  North  Central  will  not  only  make  available  addi¬ 
tional  frequencies  compared  to  that  now  offered  by  Ameri¬ 
can  but  will  afford  connecting  service  at  both  Chicago  and 
Detroit  for  travel  beyond  those  points.  Both  Chicago  and 
Detroit  are  busy  air  terminals  where  many  trunkline  sched¬ 
ules  will  be  available  for  so  much  of  the  Battle  Creek  traffic 
as  may  originate  or  terminate  beyond  those  terminals. 

The  facts  alleged  with  respect  to  the  relocation  of  the 
Federal  Civil  Defense  headquarters  (FCDA)  do  not  justify 
the  retention  of  American's  service  at  Battle  Creek.  As 
American  points  out,  Battle  Creek’s  own  analysis,  as  pre¬ 
sented  in  its  brief  to  the  Board,  shows  that  FCDA  person¬ 
nel  made  a  total  of  877  trips  between  Battle  Creek  and  all 
points  during  the  three  months  September,  October  and 
November  1954.  Even  if  every  trip  was  made  by  air  (which 
is  not  alleged)  the  FCDA  traffic  would  have  amounted  to 
only  5  passengers  per  day  in  each  direction. 

For  the  same  three  month  period,  Battle  Creek  presented 
an  analysis  of  197  round  trips  by  FCDA  personnel  between 
Battle  Creek  and  all  domestic  points.  These  data  show  only 
92  passengers,  or  approximately  1  per  day,  between  Battle 
Creek  and  Washington;  31  between  Battle  Creek  and  Chi¬ 
cago  or  only  one  passenger  in  each  direction  every*  three 
davs ;  and  between  Battle  Creek  on  the  one  hand  and 

1962  Detroit  and  Milwaukee  on  the  other  hand  there  were 
only  6  round  trips  or  only  one  passenger  in  each  di¬ 
rection  between  each  city  pair  every  5  days.  The  remaining 
traffic  went  in  large  measure  to  points  not  served  by  Ameri¬ 
can  or  to  points  on  different  linear  routes  of  American. 
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We  are  unable  to  conclude  that  suspension  of  American 
would  inconvenience  any  substantial  amount  of  FCDA  em¬ 
ployee  travel. 

The  retention  of  American  at  Battle  Creek,  whether  alone 
or  wdth  a  local  service  carrier,  would  clearly  be  unsound. 
As  the  Examiner  found,  and  we  agree,  the  traffic  at  all  the 
intermediate  points  is  insufficient  to  support  American’s 
trunkline  service,  and  if  Battle  Creek  were  alone  served  by 
American,  that  carrier’s  schedules  would  then  be  deprived 
of  supporting  traffic  which  the  other  cities  now  provide.  It 
is  true  that  American  might  attract  more  Chicago-Detroit 
traffic  on  such  flights,  but  its  ability  to  do  so  would  be  se¬ 
verely  hampered  by  the  numerous  nonstop  services  between 
those  points. 

If  the  local  service  carrier  were  deprived  of  Battle  Creek, 
it  would  lose  all  of  the  valuable  traffic  support  wThich  Battle 
Creek  could  provide  for  DC-3  service,  and  realize  little  in 
the  way  of  significant  savings.  Thus,  the  prospects  for  suc¬ 
cessful  operation  of  the  local  service  route  at  a  profit  wmuld 
be  seriously  diminished.  A  similar  result  would  flow  if  the 
local  service  carrier  served  Battle  Creek  in  addition  to 
American,  for  then  both  carriers  would  have  to  share  the 
limited  amount  of  traffic  there  available.  While  incurring 
substantial  station  expenses,  the  local  service  carrier  would 
have  difficulty  in  attracting  sufficient  traffic  to  meet 
1963  those  expenses;  and  American  would  attract  even 
less  traffic  than  it  could  generate  if  it  served  Battle 
Creek  alone  (which  we  found  above  would  be  uneco¬ 
nomical). 

We  adhere  to  the  conclusion  that  Battle  Creek  should 
only  be  served  by  a  local  service  carrier,  and  that  the  serv¬ 
ice  thus  provided  will  prove  most  successful  in  meeting 
Battle  Creek’s  needs.3 

3  Battle  Creek  asserts  that  air  freight  service  will  be  lost  to  that  city  if 
North  Central  exclusively  serves  that  point.  However,  Battle  Creek’s  own 
figures  show  that  American  carried  an  average  of  250  pounds  of  Battle 
Creek  freight  per  day  in  each  direction,  which  is  not  an  impressive  showing 
for  the  need  for  freight  service. 


470 


Battle  Creek  urges  that  new  developments  since  the  close 
of  the  hearing  before  the  Examiner  warrant  reopening  the 
record  for  additional  evidence.  Battle  Creek  has  also  sub¬ 
mitted  a  supplemental  petition  in  support  of  its  request  to 
reopen  the  record.  It  is  asserted,  inter  alia,  that  (1)  the 
Federal  Civil  Defense  Agency,  which  employs  about  450 
people,  has  already  moved  into  the  former  Percy  Jones 
General  Hospital  at  Battle  Creek,  (2)  other  Federal  Agen¬ 
cies  will  be  moved  there  which  will  eventually  increase  the 
total  Federal  employees  to  approximately  1,500  persons, 
and  (3)  during  January  and  February  of  1955  air  passen¬ 
ger  traffic  has  increased  at  Battle  Creek  G4  and  34  percent, 
respectively  over  1954.  None  of  these  allegations  warrant 
a  reopening  of  the  record.  The  movement  of  FCDA  to 
Battle  Creek  was  brought  to  our  attention  on  brief  and 
oral  argument  to  the  Board  by  Battle  Creek,  and  as  noted 
above,  we  have  considered  the  effects  of  FCDA  travel  in 
reaching  our  decision  herein.  The  mere  fact  that 
19G4  other  federal  agencies  may  move  to  Battle  Creek  and 
increase  the  total  federal  employment  there  to  1,500 
persons  would  not  cause  us  to  change  our  basic  decision 
herein,  but  would  merely  reinforce  our  conclusion  that  the 
local  service  operation  will  probably  prove  to  be  profitable. 
The  same  is  true  of  the  alleged  traffic  increases  in  January 
and  February  of  1955.  Even  if  we  were  to  accept  these  al¬ 
legations  as  established  facts,  we  still  would  see  no  reason 
to  change  our  decision. 

On  March  29,  1955  (Order  No.  E-9051),  the  Board  dis¬ 
missed  a  petition  for  leave  to  intervene  in  this  proceeding 
filed  by  the  Administrator  of  General  Services.  Our  order 
found  that  such  petition  should  be  dismissed  as  not  having 
been  timely  filed  and  further  found  “*  #  #  that  petitioner’s 
interests  can  be  adequately  represented  through  the  City  of 
Battle  Creek,  which  is  a  party  to  this  proceeding,  and  has 
actively  participated  herein  *  *  The  Administrator  has 
filed  a  motion  requesting  that  such  order  be  modified  by 
deleting  the  foregoing  quoted  finding.  Since  the  City  of 
Battle  Creek  had  already  brought  to  the  Board’s  attention 


the  movement  of  the  Federal  Civil  Defense  Agency  to 
Battle  Creek,  the  above  challenged  finding  was  inserted 
merely  to  apprise  the  Administrator  that  Battle  Creek  had, 
to  some  extent,  advocated  its  cause  and  might  further  pur¬ 
sue  such  developments  in  the  remaining  stages  of  the  pro¬ 
ceeding.  In  order  to  dispel  any  misapprehension  on  the 
part  of  the  Administrator  that  we  were  ruling  upon  the 
extent  of  his  statutory  right  to  represent  the  interests  of 
the  Government  in  our  proceedings,  we  are  modifying  the 
order  by  deleting  said  finding  therefrom. 

1965  Kokomo  alleges,  inter  alia,  in  seeking  reconsidera¬ 
tion,  rehearing,  and/or  reargument,  that  our  finding 
that  the  selection  of  North  Central  will  make  possible  an 
improved  connecting  service  for  Kokomo  passengers  travel¬ 
ing  to  Detroit  is  not  necessarilv  true  since  under  our  de- 
cision  North  Central  might  overfly  South  Bend  and/or 
Kalamazoo  on  flights  over  the  segment  in  excess  of  two 
daily  round  trips.  We  find  no  merit  in  this  contention. 
North  Central  must  serve  these  points  on  at  least  two  daily 
round  trips  and,  has  filed  schedules  providing  for  stops  at 
all  intermediate  points  on  three  daily  round  trips.  Such  a 
frequency  of  schedules  will  provide  greatly  improved  con¬ 
necting  service  of  Kokomo  passengers  traveling  to  Detroit. 

Kokomo  further  urges  reopening  of  the  record  in  order 
to  show  that  subsequent  to  the  decision  in  this  case  the 
Chrysler  Corporation  has  decided  to  build  another  automo¬ 
tive  plant  in  Kokomo  and  that  additional  industrial  expan¬ 
sion  has  also  taken  place  in  and  around  Kokomo.  It  is  as¬ 
serted  that  such  new  developments  warrant  reopening  the 
record  to  show  the  increased  community  of  interest  between 
Kokomo  and  Detroit  and  the  need  for  selecting  Lake  Cen¬ 
tral  to  operate  route  7.  We  are  convinced  that  North  Cen¬ 
tral  will  provide  adequate  connecting  service  for  Kokomo 
traffic  at  South  Bend  and  Kalamazoo.  We  find,  therefore, 
that  Kokomo’s  petition  for  reconsideration,  reargument 
and/or  reopening  of  the  record  should  be  denied. 

American  has  filed  a  petition  herein  for  clarification  of 
the  flight  restrictions  imposed  in  North  Central’s  certificate. 
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American  points  out  that  the  Board’s  decision  requires  that 
at  least  one  intermediate  point  be  served  between  Detroit 
and  Chicago  on  all  flights  in  excess  of  two  daily 

1966  round  trips  in  order  to  remove  the  possibility  that 
North  Central  might  provide  competitive  nonstop 

service.  American  asserts  that  since  both  Ann  Arbor  and 
Detroit  are  both  served  at  Willow  Run  Airport  it  is  con¬ 
ceivable  that  a  Chicago- Willow  Run  flight  might  be  consid¬ 
ered  a  Chicago-Ann  Arbor  flight  not  subject  to  the  one-stop 
restriction.  American’s  petition  for  clarification  of  this  re¬ 
striction  is  not  objected  to  by  North  Central  nor  any  party 
to  this  proceeding.  We,  therefore,  are  amending  North 
Central’s  certificate  to  provide  that  all  flights  between  Chi¬ 
cago  and  Detroit  or  Chicago  and  Ann  Arbor  shall  be  sched¬ 
uled  to  serve  at  least  one  intermediate  point  between  such 
points. 

In  urging  reconsideration.  Lake  Central  alleges  numer¬ 
ous  instances  of  error  in  the  Board’s  decision.  Many  of  the 
errors  alleged  pertain  to  contentions  previously  made  to 
the  Examiner  and  to  the  Board.  Lake  Central  alleges,  inter 
alia,  that  (1)  the  selection  of  North  Central  constitutes  an 
abandonment  of  Board  policy  without  the  required  findings 
and  evidentiary  support,  (2)  North  Central  will  divert 
heavily  from  Lake  Central  by  reason  of  its  duplication  of 
Lake  Central’s  South  Bend-Kalamazoo  segment,  (3)  the 
Board  erred  in  accepting  the  Examiner’s  conclusions  rela¬ 
tive  to  the  costs  of  providing  service,  (4)  the  Board  erred 
in  stating  that  Northwest  handled  Lake  Central’s  operation 
at  Chicago,  and  (5)  the  Board  erred  in  finding  that  North 
Central  can  offer  more  single  plane  service  than  Lake 
Central. 

It  is  urged  that  the  Board  has  abondoned  past  policy  in 
selecting  North  Central,  since  Lake  Central’s  need  for  addi¬ 
tional  profitable  route  mileage  is  much  greater.  It  is  as¬ 
serted  that  the  choice  of  North  Central  will  not  be  condu¬ 
cive  to  the  development  of  an  economically  sound  air 

1967  transportation  system.  We  find  that  we  cannot  agree 
with  these  contentions.  In  our  opinion  we  have  rec- 
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ognized  Lake  Central’s  need  for  additional  route  mileage. 
However,  the  carriers  need,  albeit  an  important  one,  is  not 
the  sole  criterion  in  the  selection  of  a  carrier  to  operate  a 
new  route  segment.  Integration  with  present  routes, 
promptness  in  inaugurating  service,  economy  of  operation, 
and  the  public  benefits  to  be  derived  from  the  choice  are 
also  important  considerations  which  must  be  weighed.  We 
must  reject  the  contention  that  we  have  abandoned  past 
policy;  on  the  contrary  we  feel  that  our  decision  hereiil  ad¬ 
heres  to  the  criteria  we  have  previously  used  in  carrier 
selections. 

Lake  Central  claims  that  the  selection  of  North  Central 
will  create  heavy  diversion  on  it  by  duplication  of  its  South 
Bend-Kalamazoo  segment.  Lake  Central  estimates  that 
$106,000  in  traffic  will  be  annually  exposed  to  diversion  and 
that  65  percent,  or  $70,000,  will  actually  be  diverted.  North 
Central  replies  that  Lake  Central’s  claim  of  such  diversion 
is  fantastic  and  will  result  in  an  annual  diversion  of  only 
$5,000.“ 

The  estimate  of  $70,000  is  the  first  specific  estimate  sup¬ 
plied  by  Lake  Central  on  alleged  diversion.  Although  Lake 
Central  did  refer  to  the  duplication  of  service  which  would 
result  from  North  Central’s  selection,  the  specific  estimate 
of  diversion  is  raised  now  for  the  first  time.  It  is  significant 
that  Lake  Central  failed  to  except  to  the  absence  of  diver¬ 
sion  findings  by  the  Examiner,  and  therefore  under  the 
Board’s  Rules  of  Practice,  Lake  Central  is  now  precluded 
from  doing  so.  In  any  event,  the  diversion  estimated  by 
Lake  Central  is  greatly  exaggerated,  since  Kalamazoo- 
South  Bend  traffic  is  negligible  and  this  minor  route  dupli¬ 
cation  would  probably  not  affect  any  appreciable  amount 
of  Lake  Central’s  north-south  traffic.  We  find  that 
1968  North  Central’s  forecast  is  the  most  reasonable.  We 
believe  that  diversion  from  Lake  Central  will  be 

i 

*  These  diversion  claims  are  based  upon  traffic  survey  data  now  in  the 
record,  but  the  carriers’  bases  for  predicting  the  amount  of  diversion  are 
only  to  be  found  in  the  petition  for  reconsideration  and  answer  thereto. 


slight,  and  should  not  interfere  with  our  choice  of  North 
Central  to  operate  the  route  in  question. 

Lake  Central  also  contends  that  the  Board  failed  to  make 
the  required  findings  disposing  of  the  cost  estimates  of 
Bureau  Counsel.  It  is  claimed  that  the  Board  has  in  a  long 
line  of  cases  followed  and  adopted  the  Bureau’s  forecasting 
technique  employed  here,  and  that  the  Board  should  make 
specific  findings  as  to  its  reasons  for  “ignoring  the  Bureau’s 
estimates  in  this  one  case.” 

Petitioner’s  arguments  in  this  regard  are  erroneous  in 
several  respects.  It  is  patent  from  the  Board’s  opinion  that 
Bureau  Counsel’s  estimates  were  in  fact  considered  and 
rejected.  Moreover,  petitioner  is  in  error  when  it  attributes 
to  the  Board  an  established  practice  of  accepting  Bureau 
Counsel’s  costing  method.  Certainly,  the  Board  has  never 
announced  that  it  would  routinely  accept  any  particular 
costing  techniques  used  by  the  Bureau  and  the  Board’s 
decisions  have  not  in  fact  done  so.  The  Board  has  in  each 
route  proceeding  made  its  determinations  of  cost  in  the 
light  of  all  the  evidence  of  record  in  the  particular  pro¬ 
ceeding,  and  not  upon  the  basis  of  any  preconceived  notion 
as  to  the  sanctitv  of  a  given  formula.  The  mere  fact  that 
the  Board  has  frequently  accepted  the  Bureau’s  forecasts 
of  costs  does  not  mean  that  the  Board  is  bound  to  do  so  in 
every  case. 

In  this  particular  proceeding,  the  unreliability  of  Bureau 
Counsel’s  expense  forecasts  is  clearly  demonstrable. 
Whereas  Bureau  Counsel  predicted  $1.41  per  plane  mile 
for  the  new  operation,  North  Central  reported  costs  per 
mile  over  its  existing  system  during  the  year  1954 
1969  were  only  $1.08  per  mile.5  Bureau  Counsel  attempted 

‘The  principal  difference  between  Bureau  Counsel’s  expense  forecasts  for 
North  Central  and  Lake  Central  stems  from  the  treatment  of  Ground  and 
Indirect  Expense,  and  it  is  here  that  the  inadequacy  of  Bureau  Counsel’s 
estimates  becomes  apparent.  In  the  case  of  Lake  Central,  Bureau  Counsel’s 
estimate  of  68.62  cents  per  revenue  plane  mile  in  Ground  and  Indirect  Ex¬ 
pense  for  the  new  segment  finds  confirmation  in  Lake  Central’s  actual 
experience  in  1954  of  67.97  cents  on  its  existing  system.  However,  for  North 


to  justify  the  estimated  higher  cost  for  the  route  7 
points  on  the  ground  that  shorter  hops  would  be  involved 
on  the  new  segment  as  compared  to  the  carrier’s  present 
system.  We  are  not  satisfied  that  the  difference  in  length 
of  hop  would  produce  such  a  wide  disparity  in  costs.  Fur¬ 
thermore,  we  believe  that  Bureau  Counsel  failed  to  give 
sufficient  weight  to  the  fact  that  the  new  segment  will  inte¬ 
grate  so  well  with  North  Central’s  current  system  that  sig¬ 
nificant  economies  should  flow  therefrom.  Moreover, 
Bureau  Counsel  appears  to  have  ignored  the  fact  that  as 
the  operations  of  both  North  Central  and  Lake  Central 
expanded  in  1953  and  1954,  North  Central  achieved  sig¬ 
nificant  reductions  in  its  Ground  and  Indirect  Expense  per 
revenue  plane  mile,  whereas  Lake  Central  showed  no 
material  improvement  in  this  regard.  We  conclude  that 
Bureau  Counsel’s  forecasts  in  this  proceeding  are  not  a 
reliable  guide  to  the  probable  costs  that  North  Central  will 
experience.0 

In  selecting  North  Central  over  Lake  Central,  we 
1970  relied  in  part  upon  the  fact  that  North  Central’s 
operation  would  entail  less  cost  to  the  Government.7 

Central,  Bureau  Counsel’s  estimate  of  79.27  cents  (for  two  daily  round 
trips)  is  to  be  contrasted  with  North  Central’s  experienced  cost  of  53.51 
cents  on  its  present  system  in  1954.  Clearly  it  is  unreasonable  to  expect 
North  Central’s  Ground  and  Indirect  Expense  to  be  some  48  percent  greater 
on  the  new  segment  than  on  its  present  system.  And  this  is  especially  so 
where  as  here,  North  Central’s  Ground  and  Indirect  Expense  has  shown  a 
declining  trend  during  both  1953  and  1954. 

*  Lake  Central  also  asserts  that  it  “has  shown  steady  improvement  in  its 
operating  picture — a  fact  which  will  insure  the  accuracy  of  Bureau  Coun¬ 
sel’s  cost  determinations.”  Reliance  is  placed  upon  moving  12  months 
figures  ending  with  each  quarter  of  1954,  regarding  Lake  Central’s  perform¬ 
ance  and  its  relationship  to  industry  averages  with  respect  to  growth  in 
revenue  passengers,  revenue  passenger  miles,  and  revenue  ton  miles.  While 
the  data  referred  to  indicate  an  improvement  in  Lake  Central’s  operating 
results  in  1954,  we  fail  to  see  how  they  confirm  Bureau  Counsel’s  forecast 
of  lower  operating  expenses  for  Lake  Central  as  against  North  Central. 

T  We  agreed  with  the  Examiner  that  the  route  would  be  a  better-than- 
average  local  service  segment,  and  would  probably  be  a  profitable  one. 
However,  if  the  route  should  prove  unprofitable,  the  operation  would  require 
subsidy  support  by  the  Government. 
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This  result  would  flow  not  only  from  our  finding  that  North 
Central  would  have  lower  operating  expenses,  but  from  our 
conclusion  that  North  Central  would  be  able  to  generate 
greater  traffic  through  its  single  plane  service  west  of  the 
Lake.  In  other  words,  we  believe  that  North  Central’s  costs 
would  be  lower  and  its  revenues  would  be  higher  than  Lake 
Central’s  on  the  segment  in  question. 

Lake  Central  asserts  that,  contrary  to  a  statement  in  our 
original  opinion,  Northwest  Airlines  does  not  handle  its 
operations  at  Chicago.  We  find  that  such  contention  has 
merit  and  that  the  statement  in  our  opinion  was  incorrect. 
We  do  not,  however,  feel  that  this  correction  materially 
affects  our  finding  that  North  Central’s  existing  operations 
afford  an  advantage  over  Lake  Central  in  the  ability  to 
inaugurate  service  promptly. 

Lake  Central  alleges  that  we  erred  in  finding  that  North 
Central  would  provide  more  single-plane  service  than  Lake 
Central.  "We  have  carefully  considered  the  evidence  relat¬ 
ing  to  single-plane  service  and  we  are  satisfied  that  there  is 
substantial  evidence  in  this  record  upon  which  our  conclu¬ 
sion  was  reached.  W'e  must  therefore  reject  Lake  Central’s 
claim  in  this  regard. 

Lake  Central  has  filed  a  motion  to  reopen  the  record  for 
the  receipt  of  additional  evidence  and,  in  the  interim,  to 
stay  the  effectiveness  of  the  Board’s  order.  Lake  Central 
asserts  that  additional  and/or  new  evidence  should  be 
adducted  in  relation  to  the  following  matters:  (1)  the 
community  of  interest  between  route  7  intermediate 
1971  points  and  points  on  the  systems  of  Lake  Central 
and  North  Central,  (2)  the  amount  of  one-plane 
service  Lake  Central  and  North  Central  would  provide, 

(3)  Lake  Central’s  improvements  in  its  Chicago  facilities, 

(4)  the  improvement  in  Lake  Central’s  financial  position, 

(5)  the  economy  of  existing  station  facilities  of  Lake  Cen¬ 
tral  and  North  Central  and  the  relative  economy  of  joint 
station  facilities  and  self-operated  facilities,  (6)  Lake  Cen¬ 
tral’s  ability  to  obtain  the  necessary  flight  equipment,  (7) 
the  diversion  of  revenues  of  Lake  Central  by  reason  of 
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North  Central’s  selection,  (8)  North  Central’s  credit  com¬ 
mitments  available  to  inaugurate  service,  (9)  the  effect  on 
Kokomo  traffic  due  to  North  Central’s  selection,  (10)  the 
new  Chrysler  Corporation  plant  to  be  constructed  at 
Kokomo,  and  (11)  the  changes  in  ownership  and  manage¬ 
ment  of  Lake  Central. 

In  passing  upon  a  motion  to  reopen  the  record,  we  con¬ 
sider  the  offer  to  present  new  or  additional  evidence  in  the 
light  of  numerous  factors,  including  materiality  and  the 
extent  to  which  such  evidence  could  have,  by  due  diligence, 
been  produced  during  the  hearing.  To  reopen  each  record 
to  account  for  every  economic  change  which  has  occurred 
since  the  inception  of  a  proceeding  would  result  in  inter¬ 
minable  litigation.  For  the  most  part  the  matters  upon 
which  Lake  Central  seeks  to  reopen  the  record  were  matters 
which  were  thoroughly  developed  in  the  record  and  adjudi¬ 
cated  by  us.  It  is  not  enough  for  a  litigant  to  allege  that,  if 
permitted  to  do  so,  he  could  now  make  a  more  convincing 
presentation  of  the  issues.  Most  of  the  subjects  upon  which 
Lake  Central  seeks  reopening  of  the  record  would  consist  of 
adducing  more  current  data  on  issues  presented  to 
1972  the  Examiner  and  to  the  Board.  The  only  new  sub¬ 
jects  would  appear  to  be  the  merits  of  joint  and  self- 
operated  facilities,  the  diversionary  effect  on  Lake  Central 
by  reason  of  North  Central’s  award  of  the  route,  the  effect 
of  the  proposed  Chrysler  plant  at  Kokomo,  and  changes  in 
the  management  and  ownership  of  Lake  Central.  We  find 
that  evidence  as  to  the  merits  of  joint  and  self-operated 
facilities  and  the  diversionary  effect  on  Lake  Central  could 
have,  by  due  diligence,  been  developed  on  the  record.  We 
do  not  feel  that  the  newT  Chrysler  plant  at  Kokomo  or  the 
changes  in  ownership  and  management  of  Lake  Central  are 
of  such  a  material  nature  as  to  warrant  a  reopening  of  the 
record.  We  therefore,  must  deny  the  motion  to  reopen  the 
record  and  stay  the  effective  date  of  the  Board’s  order  in 
order  to  receive  new  evidence. 


The  effective  dates  of  the  amended  certificates  issued  to 
North  Central  and  American  were  April  29, 1955.  We  note 
that  North  Central  does  not  intend  to  inaugurate  service 
over  the  new  segment  until  May  1,  1955.  In  order  to  pre¬ 
vent  a  hiatus  in  service,  w^e  are  staying  the  effective  date 
of  American’s  certificate  until  May  1,  1955,  and  further 
amending  North  Central’s  certificate  to  delay  its  effective 
date  until  that  date. 

THEREFORE,  IT  IS  ORDERED : 

1.  That  an  amended  certificate  of  public  convenience  and 
necessity  in  the  form  attached  hereto  be  issued  to  North 
Central  Airlines,  Inc.,  for  route  No.  86; 

2.  That  said  amended  certificate  shall  be  signed  on 
behalf  of  the  Board  by  its  Chairman,  shall  have  affixed 
thereto  the  seal  of  the  Board  attested  by  the  Secretary,  and 
shall  be  effective  on  May  1,  1955; 

3.  That  all  petitions  for  reconsideration,  rehear- 
1973  ing  and  reargument  filed  herein,  and  Lake  Central’s 
motion  of  April  7,  1955,  for  reopening  and  for  stay 
of  the  Board’s  order  No.  E-8975,  adopted  February  28, 
1955,  be  and  they  are  hereby  denied; 

4.  That  the  effective  date  of  the  amended  certificate  of 
public  convenience  and  necessity  issued  to  American  Air¬ 
lines,  Inc.,  for  route  No.  7,  pursuant  to  Order  No.  E-8975, 
adopted  February  28,  1955,  be  and  the  same  is  hereby 
stayed  until  May  1, 1955 ; 

5.  That  Order  No.  E-9051,  dated  March  29,  1955,  be  and 
the  same  is  hereby  amended  by  deleting  the  following  lan¬ 
guage  therefrom:  “The  Board  further  finding  that  peti¬ 
tioner’s  interests  can  be  adequately  represented  through 
the  City  of  Battle  Creek,  which  is  a  party  to  this  proceed¬ 
ing,  and  has  actively  participated  therein;” 

6.  That  the  amended  certificate  of  public  convenience 
and  necessity  for  route  No.  86  issued  to  North  Central 
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Airlines,  Inc.,  by  Order  No.  E-8975,  adopted  February  28, 
1955,  be  and  hereby  is  cancelled. 

Lee,  Gurney  and  Denny,  Members  of  the  Board,  con¬ 
curred  in  the  above  opinion  and  order.  Adams,  Vice  Chair¬ 
man,  concurred  and  dissented  for  reasons  stated  in  con¬ 
curring  and  dissenting  opinion  attached  to  Order  No. 
E-8975.  Rizley,  Chairman,  did  not  participate. 

/s/  M.  C.  Mulligan 
Secretary 

(SEAL) 

i 

1978  Order  No.  E-9129 


UNITED  STATES  OF  AMERICA 
CIVIL  AERONAUTICS  BOARD  ! 

WASHINGTON,  D.  C. 

Adopted  by  the  Civil  Aeronautics  Board 
at  its  office  in  Washington,  D.  C. 
on  the  22nd  day  of  April,  1955. 

In  the  Matter  of 

AMERICAN  AIRLINES,  INC.  Docket  No.  6411 

CHICAGO-DETROIT  ROUTE  7  et  al. 

LOCAL  SERVICE  CASE 

Order 

On  April  19,  1955  Lake  Central  Airlines,  Inc.,  filed  a 
motion  herein  requesting  that,  in  the  event  of  the  denial  of 
its  petition  for  reconsideration,  rehearing  and  reargument 
of  Order  E-8975  and  its  petition  to  reopen  the  record  for 
the  receipt  of  additional  evidence,  the  Board  stay  the  effec¬ 
tive  date  of  Order  E-8975  and  the  award  of  certificate  to 
North  Central  Airlines,  Inc.  directed  thereby  until  seven 
days  after  receipt  by  Lake  Central  of  the  order  of  denial, 
and  thereafter  until  one  day  following  action  by  the  Court 
of  Appeals  for  the  District  of  Columbia  Circuit  upon  a 
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petition  for  stay  in  the  event  Lake  Central  files  such  a  peti¬ 
tion  with  the  Court  "within  the  seven-day  period.  By  oppo¬ 
sition  to  this  petition  filed  on  April  21,  1955,  North  Cen¬ 
tral  alleges  that  its  services  will  be  substituted  for  those  of 
American  Airlines,  Inc.  over  the  Detroit-Chicago  segment 
on  May  1,  1955,  and  that  considerable  monetary  loss  and 
inconvenience  will  result  from  the  granting  of  the  stay 
requested  by  Lake  Central. 

We  are  issuing  simultaneously  herewith  a  supplemental 
opinion  and  order  denying  Lake  Central’s  petitions  for 
reconsideration  and  for  reopening  the  record,  and  post¬ 
poning  the  effective  date  of  our  actions  until  May  1,  1955 
so  that  there  will  be  no  hiatus  in  service  through  a  discon¬ 
tinuance  of  the  operations  of  American  Airlines  prior  to 
inauguration  of  operations  by  North  Central.  LTnder  these 
circumstances,  Lake  Central  will  be  afforded  sufficient  time 
within  which  to  file  a  petition  for  judicial  review  and  a  peti¬ 
tion  for  stay  pending  review  prior  to  the  effective  date  of 
Order  E-8975  and  the  award  of  certificate  to  North  Central. 
We  are  not  convinced  that  any  further  stay  should  be 
granted.  We  have  found  the  competitive  impact  of  North 
Central’s  operations  upon  Lake  Central  to  be  inconsequen¬ 
tial.  One  of  the  factors  w’hich  motivated  our  selection  of 
North  Central  over  Lake  Central  was  the  desirability  of 
prompt  inauguration  of  services  found  responsive  to  a 
public  need,  and  we  are  unwilling  to  delay  the  inauguration 
of  those  services.  Accordingly, 

IT  IS  ORDERED  That  the  aforesaid  motion  of  Lake 
Central  Airlines,  Inc.  for  stay  be,  and  it  is  hereby,  denied. 

By  the  Civil  Aeronautics  Board : 

/s/  M.  C.  Mulligan 

Secretary 

(SEAL) 

Adams,  Vice  Chairman,  dissented.  Rizley,  Chairman,  did 
not  participate. 
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1981  BEFORE  THE 

CIVIL  AERONAUTICS  BOARD 
WASHINGTON,  D.  C. 

In  the  matter  of  an  investigation  of 

local  service  between  Chicago,  Ill.  Docket  No.  6411, 

and  Detroit,  Mich.  et  al. 

AMERICAN  AIRLINES,  INC. 

Motion  of  Lake  Central  Airlines,  Inc.,  for  Stay  of  Effectiveness 
of  Orders  Serial  No.  E-8975  and  E-9128  and  of  Amended  Cer¬ 
tificate  Issued  by  Said  Order  E-9128  to  North  Central  Air¬ 
lines,  Inc.,  and  for  Reopening  of  Record 

TO  THE  CIVIL  AERONAUTICS  BOARD : 

Now  comes  Lake  Central  Airlines,  Inc.  (Lake  Central), 
an  applicant  in  the  above  entitled  proceeding,  to  move  the 
Board  to  stay  the  effectiveness  of  its  Orders  Serial  No. 
E-8975  and  E-9128  and  the  effective  date  of  the  amended 
certificate  of  public  convenience  and  necessity  issued  to 
North  Central  Airlines,  Inc.  (North  Central)  by  Order 
Serial  No.  E-9128  pending  reopening  of  the  record  in  such 
proceeding,  and  pending  reconsideration  on  the  basis  of 
evidence  received  after  such  reopening.  In  support  of  such 
motion  Lake  Central  sets  forth  the  following  matters : 

1.  The  Board’s  decision  and  order  (Serial  No.  E-8975) 
of  February  28,  1955,  as  supplemented  and  amended  by  its 
supplemental  opinion  and  order  (Serial  No.  E-9128)  of 
April  22,  1955,  issued  to  North  Central  an  amended  tem¬ 
porary  certificate  of  public  convenience  and  necessity 
authorizing  service  between  Chicago,  Ill.  and  Detroit,  Mich, 
via  certain  intermediate  points,  which  certificate  is  effec¬ 
tive  up  to  and  including  September  30,  1955.  The  amended 
certificate  is  entitled  “Temporary  Certificate  of  Public  Con¬ 
venience  and  Necessity  for  Local  Service.” 

2.  The  Board’s  order  of  November  18,  1953  (Serial  No. 
E-7899)  which  instituted  the  investigation  which  is  the  sub- 
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ject  matter  of  Docket  No.  6411  was  concerned  with  the  issue 
whether  the  public  convenience  and  necessity  required,  and 
whether  the  Board  should  order,  the  temporary  suspension 
of  the  authority  held  by  American  Airlines,  Inc.  for  its 
Route  No.  7  at  Ann  Arbor,  Mich.,  Jackson,  Mich.,  Battle 
Creek,  Mich.,  Kalamazoo,  Mich.,  and  South  Bend,  Ind.,  in 
the  event  the  temporary  certificate  of  one  of  the  three  appli¬ 
cants  w’as  amended  to  include  such  points  on  a  segment 
between  Detroit,  Mich,  and  Chicago,  Ill.  See  also  Para¬ 
graph  No.  4  of  the  Notice  of  Hearing  issued  March  1,  1954, 
by  Francis  W.  Brown,  Chief  Examiner  of  the  Board. 
1982  The  evidence  offered  for  the  record  and  all  argu¬ 
ment  received  by  the  Examiner  and  the  Board,  on 
brief  or  orally,  has  been  confined  to  the  issue  of  the 
temporary  substitution  of  local  air  service  during  the 
temporary  suspension  of  American’s  authority  to  serve 
such  points. 

3.  The  House  of  Representatives  of  the  Congress  of  the 
United  States  on  April  19,  1955,  unanimously  passed  legis¬ 
lation  (H.R.  2225)  which  will  make  permanent  all  authoriza¬ 
tion  held  by  the  local  service  carriers.  This  measure  was 
unanimously  reported  to  the  House  by  its  Interstate  and 
Foreign  Commerce  Committee  with  a  unanimous  recom¬ 
mendation  for  its  adoption.  On  the  following  day,  April  20, 
1955,  the  United  States  Senate  unanimously  passed  the 
Senate  bill  (S.  651)  which  had  previously  been  unanimously 
recommended  by  the  Senate  Interstate  and  Foreign  Com¬ 
merce  Committee.  Both  of  these  committees  had  held 
exhaustive  hearings  in  both  this  and  the  preceding  sessions 
of  Congress  on  the  matter  of  permanent  certification  of  the 
local  service  carriers,  and  a  similar  measure  had  been 
passed  by  the  House  of  Representatives  in  the  closing 
session  of  the  83rd  Congress  and  had  failed  to  pass  the 
Senate  only  because  of  the  rush  attending  the  closing 
session.  Statements  from  Congressional  leaders  indicate 
that  it  is  the  purpose  of  such  legislation  to  grant  the  local 
service  carriers  operating  and  franchise  authority  of 
unlimited  duration.  See  Congressional  Record,  pages 
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4001-4011  (April  19,  1955)  for  report  of  the  debate  in  the 
House,  and  Congressional  Record,  pages  4073-4079  (April 
20,  1955)  for  report  of  the  debate  in  the  Senate. 

4.  The  effect  of  the  foregoing  legislation  will  be  to 
bestow  permanent  certificate  rights  upon  the  successful 
applicant  in  Docket  No.  6411,  et  al.  for  the  Chicago-Detroit 
segment  of  Route  7,  and  to  permanently  revoke — not  tem¬ 
porarily  suspend — the  operating  authority  of  American 
Airlines  at  the  intermediate  points  on  such  segment.  The 
issues  of  (a)  permanent  certification  of  local  air  service 
to  such  points,  and  (b)  permanent  revocation  of  American 
Airlines’  authority  to  serve  such  intermediate  points  were 
not  tried  in  Docket  No.  6411,  et  al.  However,  the  effect  of 
the  Board’s  action,  taken  with  full  knowledge  of  the  Con¬ 
gressional  action  on  permanent  certification,  is  to  grant 
permanent  authorization  to  North  Central  for  the  Route  7 
intermediate  points,  and  to  permanently  terminate  Amer¬ 
ican’s  authority  to  serve  such  points.  Clearly,  therefore, 
the  Board’s  action  in  the  circumstances  described  was  taken 
without  notice  or  hearing  and  is  illegal. 

5.  The  amended  temporary  certification  issued  to 
1983  North  Central  was  to  expire  on  September  30,  1955, 
when  North  Central’s  entire  temporary  authorization 
for  Route  No.  86  also  expires.  It  would  then  have  been 
necessary  for  North  Central  to  reestablish  its  right  to 
operate  the  Route  7  segment  in  a  certificate  renewal  pro¬ 
ceeding.  The  Board  has  already  set  a  date  for  the  pre- 
hearing  conference  in  such  renewal  proceeding  (see  notice 
issued  April  18,  1955,  by  the  Chief  Examiner).  Such 
renewal  proceeding  would  have  enabled  Lake  Central,  upon 
the  timely  filing  of  an  application,  again  to  establish  its 
right  to  receive  operating  authority  to  the  Route  7  inter¬ 
mediate  points.  In  view  of  the  effect  of  the  Congressional 
legislation  referred  to  above,  Lake  Central  has  been  effec¬ 
tively  denied  the  right  to  re-try  its  application  by  the  action 
of  the  Board  in  the  instant  proceeding.  As  a  matter  of 
policy  and  fairness,  therefore,  the  Board  should  stay  its 
action  as  aforesaid  and  reopen  the  record  in  Docket  No. 
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6411,  et  al.f  in  order  to  receive  evidence  on  the  need  of  the 
carriers  and  the  requirements  of  the  public  convenience 
and  necessity  where  the  carrier  selected  will  receive  perma¬ 
nent  operating  rights  over  such  segment,  and  American’s 
operating  authority  will  be  revoked  rather  than  temporarily 
suspended.  The  action  of  the  Congress  injects  a  new  issue 
in  this  proceeding  which  has  not  been  considered  by  the 
Board.  Furthermore,  since  North  Central  does  not  yet 
operate  the  segment  at  issue,  no  reason  exists  for  implying 
that  the  Congress  intended  by  its  legislative  action  that 
North  Central  should  be  awarded  such  segment  on  a  perma¬ 
nent  basis  or  that  its  action  was  intended  to  include  awards 
presently  under  consideration  by  the  Board. 

6.  If  the  Board  has  any  doubt  as  to  the  exact  date  the 
legislation  referred  to  will  pass  and  its  effect  upon  the 
issues  in  this  case,  at  the  very  least  the  Board  should  stay 
its  order  and  the  effective  date  of  the  amended  temporary 
certificate  issued  to  North  Central  until  the  legislation  has 
passed  and  the  Board  has  had  a  chance  to  assay  the  issues 
in  this  case,  including  the  selection  of  a  carrier,  in  the  light 
of  such  legislative  action. 

Wherefore,  it  is  prayed  that  the  Board  (1)  reopen 
the  record  to  receive  evidence  on  the  requirements  of  the 
public  convenience  and  necessity  for  the  permanent  substi¬ 
tution  of  local  service  for  American’s  service  to  the  inter¬ 
mediate  points  on  Route  7,  and  on  the  selection  of  a  local 
carrier  to  render  such  service;  (2)  reconsider  its  decision 
herein  on  the  basis  of  such  reopened  record;  and  (3)  stay 
the  effectiveness  of  Orders  Serial  No.  E-8975  and  E-9128 
and  of  the  amended  temporary  certificate  of  public 
1984  convenience  and  necessity  issued  to  North  Central 
pursuant  thereto  until  such  time  as  the  Board 
reaches  its  final  decision  on  the  basis  of  such  reopened 
record. 

Respectfully  submitted, 

Lake  Central  Airlines,  Inc. 

By :  Albert  F.  Grisard 

Counsel 
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Order  No.  E-9144 


UNITED  STATES  OF  AMERICA 
CIVIL  AERONAUTICS  BOARD 
WASHINGTON,  D.  C. 

Adopted  by  the  Civil  Aeronautics  Board 
at  its  office  in  Washington,  D.  C. 
on  the  27th  day  of  April,  1955 

In  the  matter  of 

AMERICAN  AIRLINES,  INC., 

CHICAGO-DETROIT  ROUTE  7  Docket  No.  6411,  et  al. 

LOCAL  SERVICE  CASE 

Order  Denying  Motion  for  Stay  and  for  Reopening  the  Record 

On  April  25,  1955,  Lake  Central  Airlines,  Inc.,  hied  a 
motion  to  stay  the  effectiveness  of  Orders  Nos.  E-8975  and 
E-9128,  and  the  effective  date  of  the  amended  certificate  of 
public  convenience  and  necessity  issued  to  North  Central 
Airlines,  Inc.,  by  Order  No.  E-9128.  Lake  Central  requests 
that  the  Board  (1)  reopen  the  record  to  receive  evidence  on 
the  requirements  of  the  public  convenience  and  necessity 
for  the  permanent  substitution  of  local  service  for  Amer¬ 
ican’s  service  to  the  intermediate  points  on  route  7,  and  on 
the  selection  of  the  local  service  carrier  to  render  such 
service;  (2)  reconsider  its  decision  herein  on  the  basis  of 
such  reopened  record;  and  (3)  stay  the  effectiveness  of  the 
aformentioned  orders  and  certificate  until  such  time  as  the 
Board  reaches  its  final  decision  on  the  basis  of  such 
reopened  record. 

Upon  consideration  of  Lake  Central’s  motion,  the  Board 
finds  that  the  matters  set  forth  therein  do  not  warrant 
granting  the  relief  requested. 

IT  IS  THEREFORE  ORDERED,  That  the  aforemen¬ 
tioned  motion  of  Lake  Central  Airlines,  Inc.,  be  and  it 
hereby  is  denied. 

By  the  Civil  Aeronautics  Board : 

/s/  M.  C.  Mulligan 
Secretary 


(SEAL) 
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Excerpts  From 
Stipulated  Material 
Board  Beports 


COMPARATIVE  SELECTED  DATA  FOR  LOCAL 
SERVICE  AIR  CARRIERS 


12  Months  Ended  June  30,  1954 

Group  1:  Carriers  Operating  With  DC-3  Equipment 
Exclusively  For  at  Least  5  Full  Quarters 


Miscellaneous 


(12)  Weighted  average  route  mile¬ 
age  in  operation*1 

(13)  Weighted  number  of  airports 
operated® 

Operating  Expense  Per  Revenue 
Plane  Mile  (Cents) 

(31)  Flying  operations  (25)  ~~  (3) 

(32)  Direct  maintenance-flight, 
equipment  (26)  -f-  (3) 

(33)  Ground  and  indirect  (27)  -j-  (3) 

(34)  Subtotal  (28)  (3) 

(35)  Depreciation-flight  equip¬ 
ment  (29)  —  (3) 

(36)  Total  (30)  (3) 


Lake 

Central 

North 

Central 

1,045 

2,042 

21.3 

34.1 

35.67 

32.32 

16.24 

66.09 

118.01 

14.89 

56.44 

103.65 

3.73 

121.73 

10.13 

113.78 

d  This  is  the  shortest  distance  of  travel,  over  authorized  flight  paths,  by 
which  all  operated  points  on  a  carrier’s  system  could  be  served.  Each  seg¬ 
ment  is  given  weight  proportional  to  the  length  of  time  the  stations  involved 
were  served  during  the  above  period. 

«  Each  airport  is  given  weight  proportional  to  the  length  of  time  it  was 
operated  during  the  above  period. 


487 


COMPARATIVE  SELECTED  DATA  FOR  LOCAL 
SERVICE  AIR  CARRIERS 


Calendar  Year  1954 


Group  1:  Carriers  Operating  With  DC-3  Equipment 
Exclusively  For  at  Least  5  Full  Quarters 


Miscellaneous 

(12)  Weighted  average  route  mile¬ 
age  in  operation*5 

(13)  Weighted  number  of  airports 
operated® 

Operating  Expense  Per  Revenue 
Plane  Mile  (Cents) 

(31)  Flying  operations  (25)  -j-  (3) 

(32)  Direct  maintenance-flight 
equipment  (26)  -f-  (3) 

(33)  Ground  and  indirect  (27)  ~~  (3) 

(34)  Subtotal  (28)  --  (3) 

(35)  Depreciation-flight  equip¬ 
ment  (29)  -r-  (3) 

(36)  Total  (30)  -r-  (3) 


Lake  North 
Central  Central 


1,083 

2,053 

22.0 

34.3 

35.92 

31.54 

15.81 

13.81 

67.97 

53.51 

119.68 

98.85 

3.14 

9.01 

122.83 

107.86 

<*  This  is  the  shortest  distance  of  travel,  over  authorized  flight  paths,  by 
ment  is  given  weight  proportional  to  the  length  of  time  the  stations  involved 
were  served  during  the  above  period. 

*  Each  airport  is  given  weight  proportional  to  the  length  of  time  it  was 
operated  during  the  above  period. 


488 


COMPARATIVE  SELECTED  DATA  FOR  LOCAL 
SERVICE  AIR  CARRIERS 

12  Months  Ended  December  31,  1952 


Group  1 :  Carriers  Operating  With  DC-3  Equipment 
Exclusively  For  at  Least  5  Full  Quarters 


Miscellaneous 

(12)  Weighted  average  route  mik 
age  in  operation* 

(13)  Weighted  number  of  station 
operated® 

Operating  Expense  Per  Revenue 
Plane  Mile  (Cents) 

(31)  Flying  operations  (25)  -i -  (3) 

(32)  Direct  maintenance  (26)  (3 

((3)  Ground  and  indirect  (27)  -4- 

(34)  Subtotal  (28)  (3) 

(35)  Depreciation-flight  equip¬ 
ment  (29)  ~~  (3) 

(36)  Total  (30)  -r-  (3) 


North 

Lake 

Central 

Central 

(  formerly  Wis¬ 

consin  Central) 

1,483 

s 

667 

25.3 

11.6 

31.75 

30.26 

;)  16.85 

21.36 

(3)  60.88 

66.36 

109.48 

117.98 

5.82 

3.35 

115.30 

121.33 

<J  This  is  the  shortest  distance  of  travel,  over  authorized  flight  paths,  by 
which  all  operated  points  on  a  carrier’s  system  could  be  served.  Each  seg- 
which  all  operated  points  on  a  carrier’s  system  could  be  served.  Each  seg¬ 
ment  is  given  weight  proportional  to  the  length  of  time  the  stations  involved 
were  served  during  the  above  period. 

*  Each  station  is  given  weight  proportional  to  the  length  of  time  it  was 
operated  during  the  above  period. 
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UNITED  STATES  COURT  OF  APPEALS 
FOR  THE  DISTRICT  OF  COLUMBIA  CIRCUIT 

No.  12,665  April  Term,  1955 


LAKE  CENTRAL  AIRLINES,  INC., 


v. 


Petitioner , 


CIVIL  AERONAUTICS  BOARD, 

Respondent 

AMERICAN  AIRLINES,  INC., 

NORTH  CENTRAL  AIRLINES,  INC., 

CITY  OF  KALAMAZOO,  MICHIGAN, 

Intervenors 

Before:  Wilbur  Iv.  Miller,  Circuit  Judge. 


Order 


On  consideration  of  the  matters  transpiring  at  the  pre- 
hearing  conference  held  herein  on  September  8,  1955  pur¬ 
suant  to  Rule  3S(k)  of  the  Rules  of  Court,  and  of  the  an¬ 
nexed  prehearing  conference  stipulation  between  the  parties 
which  defines  the  issues,  provides  for  the  content  of  the 
joint  appendix  to  briefs,  provides  for  the  use  to  be  made 
of  unprinted  portions  of  the  transcript  of  record,  and  fixes 
dates  for  the  filing  of  briefs  and  the  joint  appendix  to 
briefs,  it  is 

Ordered  that  the  aforesaid  prehearing  conference  stipu¬ 
lation  be,  and  it  hereby  is,  approved,  that  such  stipulation 
shall  control  the  subsequent  course  of  this  case  unless  here¬ 
after  modified  by  the  Court,  and  that  the  Clerk  be,  and  he 
is  hereby,  directed  to  file  said  stipulation. 

Per  Curiam 


Dated :  September  8, 1955 
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UNITED  STATES  COURT  OF  APPEALS 
FOR  THE  DISTRICT  OF  COLUMBIA  CIRCUIT 

Prehearing  Conference  Stipulation 

Pursuant  to  Rule  38  (k)  of  the  Rules  of  this  Court,  the 
parties,  subject  to  the  approval  of  the  Court,  hereby  stipu¬ 
late  and  agree  as  follows  with  respect  to  the  issues  and  the 
procedure  and  dates  for  the  filing  of  the  briefs  and  joint 
appendix  to  briefs  herein : 


I 

Issues 

Subject  to  the  right  of  any  party  to  subsequently  aban¬ 
don  anv  of  the  issues  hereinafter  stated  or  to  take  the 
position  that  any  matter  hereinafter  set  forth  is  surplusage 
and  unnecessary  or  irrelevant  to  the  Board’s  determina¬ 
tion  or  that  any  issue  hereinafter  set  forth  does  not  pre¬ 
sent  a  substantial  question,  the  issues  are  agreed  to  be  lim¬ 
ited  to  the  following : 

1.  Are  the  Board’s  ultimate  conclusion  in  Orders  Nos. 
E-8975  and  E-9128  that  the  public  convenience  and  neces¬ 
sity  requires  the  grant  of  the  local  service  route  between 
Chicago  and  Detroit  to  North  Central,  and  the  denial  of 
Lake  Central’s  application  for  said  route,  and  its  support¬ 
ing  findings  that  North  Central  can  start  operation  on  the 
new  route  more  promptly  than  Lake  Central,  that  North 
Central  can  operate  more  cheaply  than  Lake  Central,  that 
diversion  of  traffic  from  Lake  Central  will  be  slight,  and 
that  the  route  in  question  integrates  better  with  the  route 
system  of  North  Central  than  with  that  of  Lake  Central 
supported  by  substantial  evidence  upon  the  record  in  Docket 
No.  6411,  et  al.,  considered  as  a  whole  and  by  adequate 
valid  findings  as  required  by  Section  1005(f)  of  the  Civil 
Aeronautics  Act  and  Section  10(e)  of  the  Administrative 
Procedure  Act? 
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2.  Was  the  Board’s  action  in  refusing  to  reopen  the 
record  in  Docket  No.  6411  for  the  receipt  of  additional  evi¬ 
dence  arbitrary,  carpricious,  and  an  abuse  of  discretion? 

3.  Did  the  Board’s  grant  of  a  temporary  certificate  to 
North  Central  for  the  Chicago-Detroit  local  service  route 
amount  to  the  grant  by  the  Board  of  a  permanent  certifi¬ 
cate  and  if  so,  was  such  grant  of  a  permanent  certificate 
without  notice  and  hearing? 

4.  Did  petitioner  urge  its  issues  and  objections  fully  and 
timely  before  the  Board? 

5.  Was  the  Board  required  to  consider  the  possible  effect 
of  legislation  pending  but  not  enacted  while  this  case  was 
before  the  Board? 

II 

Procedure  with  Respect  to  Filing  of 
Briefs  and  J oint  Appendix  to  Briefs 

For  the  purpose  of  eliminating  needless  printing  and  of 
facilitating  the  work  of  the  Court,  the  parties  agree  that 
their  briefs  and  the  joint  appendix  to  briefs  will  be  served 
and  filed  in  accordance  with  the  procedures  hereinafter  set 
forth : 

All  briefs  will  first  be  served  and  filed  in  typewritten 
form  with  references  to  the  pages  of  the  certified  record 
(“Tr.”).  At  the  time  each  party  serves  its  typewritten  brief 
it  will  also  serve  its  designation  of  the  portions  of  the  cer¬ 
tified  record  to  be  printed  in  the  joint  appendix.  As  soon 
as  all  briefs  have  been  served  and  filed  in  typewritten  form, 
and  all  designations  made,  the  joint  appendix  will  be  print¬ 
ed.  Thereafter  all  briefs  will  be  printed,  with  references 
to  the  joint  appendix  replacing  those  to  the  certified  record. 

Petitioner  will  serve  its  typewritten  brief  together  with 
its  designation  of  those  portions  of  the  certified  record 
which  it  wishes  to  have  printed  in  the  joint  appendix,  upon 
respondent  and  all  intervenors  on  or  before  November  4, 
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1955.  Respondent  and  intervenors  will  serve  their  type¬ 
written  briefs  and  designations  on  petitioner  on  or  before 
December  5,  1955.  Petitioner  will  serve  its  reply  brief,  if 
any,  and  supplemental  designation,  if  any,  upon  respondent 
and  intervenors,  on  or  before  December  30, 1955. 

Thereafter  petitioner  shall  immediately  cause  to  be 
printed  and  filed  the  joint  appendix  to  briefs  and  petition¬ 
er’s  opening  brief.  Such  joint  appendix  shall  contain  the 
materials  required  to  be  printed  by  the  Rules  of  this  Court, 
except  the  Petition  for  Review;  the  materials  designated 
by  the  parties  as  heretofore  provided ;  and  this  stipulation 
and  the  order  of  the  Court  approving  the  stipulation. 
Thereafter  respondent’s  and  intervenors’  briefs  and  peti¬ 
tioner’s  reply  brief,  if  any,  shall  be  printed  and  served  and 
filed  with  the  Court  not  later  than  January  20,  1956. 

It  is  further  agreed  and  stipulated  that  any  party  and 
the  Court,  in  the  briefs  as  well  as  at  the  hearing  in  the  case, 
may  refer  to  any  portion  of  the  original  transcript  of  record 
herein  which  has  not  been  printed  to  the  same  extent  and 
effect  as  if  such  portions  of  the  transcript  had  been  printed, 
it  being  understood  that  any  portions  of  the  record  thus 
referred  to  will  be  printed  in  a  supplemental  joint  ap¬ 
pendix  if  the  Court  directs  the  same  to  be  printed. 

James  L.  Highsaw,  Jr. 

Attorney  for  Petitioner 
John  H.  Wanner 
Attorney  for  Respondent 
Ernest  W.  Jennes 
Attorney  for  Intervenor 
American  Airlines,  Inc. 

A.  L.  Wheeler 
Attorney  for  Intervenor 
North  Central  Airlines,  Inc. 

J.  Parker  Conor 
Attorneys  for  Intervenor 
City  of  Kalamazoo,  Michigan 

Dated :  September  8, 1955. 
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UNITED  STATES  COURT  OF  APPEALS 
FOR  THE  DISTRICT  OF  COLUMBIA  CIRCUIT 

Order 

Upon  consideration  of  the  motion  of  American  Airlines, 
Incorporated,  for  leave  to  intervene  herein,  it  is 

Ordered  by  the  Court  that  the  aforesaid  motion  for  leave 
to  intervene  be,  and  it  is  hereby,  granted. 

Per  Curiam. 

Dated :  April  29, 1955. 


UNITED  STATES  COURT  OF  APPEALS 
FOR  THE  DISTRICT  OF  COLUMBIA  CIRCUIT 

Order 

Upon  consideration  of  the  motion  of  the  City  of  Kala¬ 
mazoo,  Michigan,  for  leave  to  intervene  herein,  including 
the  right  to  submit  briefs,  file  and  argue  motions,  and  par¬ 
ticipate  in  oral  argument,  and  of  the  motion  of  the  City  of 
Kalamazoo,  Michigan,  for  leave  to  file  an  answer  opposing 
the  motion  for  a  stay,  and  it  appearing  that  the  said  ans\ver 
opposing  the  motion  for  a  stay  has  been  lodged  with  the 
Clerk,  it  is 

Ordered  by  the  Court  that  the  aforesaid  motion  for 
leave  to  intervene  be,  and  it  is  hereby,  granted. 

It  is  Further  Ordered  by  the  Court  that  the  said  motion 
for  leave  to  file  an  answer  to  the  motion  for  a  stay  be  grant¬ 
ed  and  that  the  Clerk  be,  and  he  is  hereby,  directed  to  file 
said  answer  forthwith. 

Per  Curiam. 

Dated :  April  29, 1955. 
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UNITED  STATES  COURT  OF  APPEALS 
FOR  THE  DISTRICT  OF  COLUMBIA  CIRCUIT 

Order 

Upon  consideration  of  the  motion  of  North  Central  Air¬ 
lines,  Incorporated  for  leave  to  intervene  herein  and  par¬ 
ticipate  fully,  including  the  right  to  submit  briefs,  file  and 
argue  motions,  and  participate  in  oral  argument,  and  of 
the  motion  of  North  Central  Airlines,  Incorporated,  for 
leave  to  file  an  answer  opposing  the  motion  for  a  stay,  and 
it  appearing  that  said  answer  to  the  motion  for  a  stay  has 
been  lodged  wdth  the  Clerk,  it  is 

Ordered  by  the  Court  that  the  aforesaid  motion  for 
leave  to  intervene  be,  and  it  is  hereby,  granted. 

It  is  Further  Ordered  by  the  Court  that  the  aforesaid 
motion  for  leave  to  file  an  answer  to  the  motion  for  a  stay 
be  granted  and  that  the  Clerk  be,  and  he  is  hereby,  directed 
to  file  said  answer  to  the  motion  for  a  stay  forthwith. 

Per  Curiam. 


Dated :  April  29, 1955. 


BRIEF  FOR  PETITIONER 


IN  THE 

United  States  Court  of  Appeals 

FOR  THE  DISTRICT  OF  COLUMBIA  CIRCUIT 


No.  12,665 


Lake  Central  Airlines,  Inc., 

Petitioner, 

v. 

Civil  Aeronautics  Board, 

Respondent, 

American  Airlines,  Inc., 

North  Central  Airlines,  Inc., 

City  of  Kalamazoo,  Michigan, 

Intervenors. 


On  Petition  to  Review  Orders  of  the 
Civil  Aeronautics  Board 


jnited  State*  Covrt  of 

For  trip  .James  L.  Highsaw,  Jr. 

District  of  Colur  620  Tower  Buildin 


.  L -.«*•» 


19c  S 


Washington  5,  D.  C. 

Albert  F.  Grisard 

s  r  Fs  ^12  Metropolitan  Bank  Building 

Washington,  D.  C. 

Attorneys  for  Petitioner 

Of  Counsel: 

Mulholland,  Robie  &  Hickey 
620  Tower  Building 
Washington  5,  I).  C. 

April  6,  1956 


Pbxss  or  Byron  S.  Adams.  Washington.  D.  C. 


QUESTIONS  PRESENTED 

The  Civil  Aeronautics  Board  in  the  orders  under  review 
temporarily  suspended  the  certificate  of  public  convenience 
and  necessity  of  American  Airlines,  Inc.,  a  trunkline  air 
carrier,  to  provide  air  transportation  between  Chicago  and 
Detroit  via  the  intermediate  points  of  South  Bend,  Indiana, 
Kalamazoo,  Battle  Creek,  Jackson,  and  Ann  Arbor,  Michi¬ 
gan,  known  as  Route  No.  7,  and  substituted  therefor  a  local 
air  service  route  to  serve  the  same  points.  At  the  same 
time  the  Board  denied  the  application  of  petitioner  Lake 
Central  Airlines,  Inc.  for  a  temporary  certificate  of  public 
convenience  and  necessity  to  provide  air  transportation 
over  the  substituted  local  service  route  and  granted  instead 
the  application  of  intervener  North  Central  Airlines,  Inc. 
for  such  a  certificate.  Subsequently,  the  Board  denied  Lake 
Central’s  timely  filed  petitions  to  reopen  the  record  and 
rehear  the  proceedings  on  grounds  of  new  developments, 
including  the  imminent  passage  of  Federal  legislation  which 
would  in  substance  enable  North  Central  to  convert  the 
temporary  operating  authority  granted  it  by  the  Board 
into  a  permanent  authority  without  an  opportunity  for 
Lake  Central  to  be  heard  thereon. 

The  questions  presented  by  this  review  proceeding  arise 
out  of  such  Board  actions  and,  as  agreed  to  by  all  parties 
in  a  prehearing  conference  stipulation,  approved  by  order 
of  the  Court  dated  September  8,  1955,  are  as  follows: 

1.  Are  the  Board’s  ultimate  conclusions  in  Orders 
Nos.  E-8975  and  E-9128  that  the  public  convenience 
and  necessity  requires  the  grant  of  the  local  service 
route  between  Chicago  and  Detroit  to  North  Central, 
and  the  denial  of  Lake  Central’s  application  for  said 
route,  and  its  supporting  findings  that  North  Central 
can  start  operation  on  the  new  route  more  promptly 
than  Lake  Central,  that  North  Central  can  operate 
more  cheaply  than  Lake  Central,  that  diversion  of 
traffic  from  Lake  Central  will  be  slight,  and  that  the 
route  in  question  integrates  better  with  the  route  sys¬ 
tem  of  North  Central  than  with  that  of  Lake  Central 
supported  by  substantial  evidence  upon  the  record  in 
Docket  No.  6411,  et  al.,  considered  as  a  whole  and  by 
adequate  valid  findings  are  required  by  Section  1005(f) 
of  the  Civil  Aeronautics  Act  and  Section  10(e)  of  the 
Administrative  Procedure  Act? 


2.  Was  the  Board’s  action  in  refusing  to  reopen  the 
record  in  Docket  No.  6411  for  the  receipt  of  additional 
evidence  arbitrary,  capricious,  and  an  abuse  of  discre¬ 
tion? 

3.  Did  the  Board’s  grant  of  a  temporary  certificate 
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IN  THE 


United  States  Court  oi  Appeals 

FOR  THE  DISTRICT  OF  COLUMBIA  CIRCUIT 


No.  12,665 


Lake  Central  Airlines,  Inc., 
v. 


Petitioner , 


Civil  Aeronautics  Board, 

Respondent , 

American  Airlines,  Inc., 

North  Central  Airlines,  Inc., 

City  of  Kalamazoo,  Michigan, 

Intervenors. 


BRIEF  FOR  PETITIONER 


JURISDICTIONAL  STATEMENT 

This  case  involves  the  review  of  the  validity  of  orders  of 
the  Civil  Aeronautics  Board  (hereinafter  called  Board) 
identified  as  Order  Serial  No.  E-S975,  dated  February  28, 
1955,  Serial  No.  E-9128,  dated  April  22,  1955,  and  Serial 
No.  E-9129,  dated  April  2,  1955.  ( J.  A.  394,  466,  479)  1 

The  jurisdiction  of  the  Board  to  issue  these  orders  rests 
on  sections  2,  205,  and  401  of  the  Civil  Aeronautics  Act  of 
1938  (52  Stat.  993,  as  amended,  49  XJ.  S.  C.  401,  et  seq.) 
and  was  invoked  by  various  applications  filed  and  orders 
issued  in  a  consolidated  proceeding  before  the  Board,  known 
as  the  Chicago-Detroit  Route  7  Local  Service  Case  (Docket 
No.  6411,  et  al.). 

i  Reference  are  to  pages  of  the  printed  Joint  Appendix. 
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The  jurisdiction  of  the  Court  to  review  these  orders  is 
conferred  by  section  1006(a)  of  the  Civil  Aeronautics  Act 
(49  U.  S.  C.  646(a))  and  section  10(a)  of  the  Administra¬ 
tive  Procedure  Act.  (5  U.  S.  C.  A.  1009(a))  This  jurisdic¬ 
tion  was  invoked  by  a  petition  for  review  filed  with  the 
Court  by  Lake  Central  Airlines,  Inc.  (hereinafter  called 
Lake  Central)  on  April  26,  1955. 

STATEMENT  OF  THE  CASE 

The  orders  of  the  Civil  Aeronautics  Board  which  Lake 
Central  petitions  the  Court  to  set  aside  in  this  case  were 
issued  in  a  consolidated  administrative  proceeding  which 
involved  (a)  an  investigation  by  the  Board  pursuant  to 
Section  401(h)  of  the  Civil  Aeronautics  Act  (49  U.  S.  C. 

1481(b))  to  determine  whether  the  public  convenience  and 
necessity  required  the  temporary  suspension  of  the  trunk¬ 
line  operation  of  American  Airlines,  Inc.  (hereinafter  called 
American)  over  Route  7  between  Chicago  and  Detroit  via 
the  intermediate  points  of  South  Bend,  Kalamazoo,  Battle 
Creek,  Jackson,  and  Ann  Arbor,  and  the  substitution  there¬ 
for  of  local  air  service  (J.  A.  4,  5)  2  and  (b)  applications 
by  Lake  Central,  North  Central,  and  Ozark  Airlines  to 
provide  such  substituted  local  air  service  (J.  A.  6-8,  9-13). 
These  matters  were  consolidated  for  hearing  by  the  Board 
(J.  A.  26,  27),  and  the  Aeronautics  Commission  of  Indiana, 
the  Postmaster  General,  United  Airlines,  Inc.,  the  City 
of  Battle  Creek,  Michigan,  and  the  City  of  Kalamazoo, 
/Michigan,  were  granted  leave  to  intervene  in  the  proceed- 
J ing  (J.  A.  26,  27,  105).  The  Board’s  Bureau  of  Air  Opera¬ 
tions  also  participated  in  the  proceedings  as  a  full  party 
pursuant  to  the  Board’s  Rules  of  Practice  (14  C.  F.  R. 
302.9). 

Lake  Central  is  a  local  service  air  carrier  with  headquar¬ 
ters  at  Indianapolis,  Indiana,  certificated  to  provide  air 
transportation  for  persons,  property,  and  mail  over  a  route 

-  Local  air  service  is  distinguished  from  trunkline  service  by  the  nature  of 
the  restrictions  imposed  in  the  certificate.  Generally,  local  service  type  cer¬ 
tificates  require  stops  at  all  or  most  of  the  intermediate  points  on  a  route 
while  trunkline  air  carriers  may  operate  non-stop  service  between  terminals. 
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designated  as  Route  88  which  serves  some  twenty  points  inf" ' 
Indiana  and  Ohio  and  reaches  into  the  bordering  states 
of  Illinois,  Michigan,  and  Pennsylvania.  This  route  cover3 
approximately  1,100  miles  and  serves  the  cities  of  Chicago, 
South  Bend,  Indiana,  and  Kalamazoo,  Michigan,  three  of 
the  six  cities  on  Route  7  (J.  A.  315).  A  map  of  the  routes 
of  Lake  Central  and  their  geographical  relationship  tp 
Route  7  is  shown  in  Exhibit  LCA  1  (J.  A.  159).  ■*" 

Like  all  local  air  service  carriers,  Lake  Central’s  author¬ 
ity  to  serve  this  route  has  been  temporary  in  nature.  On 
September  28,  1955,  by  Order  No.  E-9596,  the  Board  pro¬ 
posed  pursuant  to  newly  enacted  Section  401(e)(3)  of 
the  Civil  Aeronautics  Act  (49  U.  S.  C.  401(e)(3))  to  grant 
the  carrier  a  certificate  of  unlimited  duration  for  service 
over  Route  88,  except  for  certain  intermediate  points  gen¬ 
erating  only  small  amounts  of  traffic.  In  so  doing,  the 
Board  found  that  Lake  Central  during  the  period  from  De¬ 
cember  30,  1952,  the  date  of  its  last  certification,  to  the 
present  has  rendered  “adequate  and  efficient”  service  to 
the  points  involved  within  the  meaning  of  Section  401(a)(3) 
of  the  Act.3 

Lake  Central  sought  authority  to  provide  service  over 
Route  7  because  of  its  belief  that  such  route  would  logicallv 
integrate  into  its  existing  route  structure  and  promote  ade¬ 
quate,  economical,  and  efficient  local  air  service  in  the  area 
involved  in  accordance  with  the  policy  standards  of  Sec¬ 
tion  2  of  the  Civil  Aeronautics  Act  (49  U.  S.  C.  402). 

Lake  Central  is  the  product  of  the  Board’s  postwar  de¬ 
cision  to  embark  upon  an  experiment  to  provide  local  air 
service  to  the  smaller  cities  of  the  country  which  either  had 
no  service  or  languished  as  forgotten  points  on  trunk  routes 
served  by  large  equipment  which  could  economically  op¬ 
erate  only  between  metropolitan  terminals.  The  Board’s 
original  concept  was  of  a  group  of  “feeder”  carriers  which 
would  feed  traffic  into  and  out  of  the  trunkline  centers. 
Pursuant  to  this  blueprint  the  Board  in  the  years  1946 
through  1948  authorized  experimental  operations  by  some 
20  “feeder”  air  carriers  in  various  parts  of  the  country., 


3  Order  No.  E-9596,  dated  September  28,  1955,  page  5. 
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It  was  the  Board’s  policy  in  establishing  these  operations 
to  certificate  the  applicants  most  closely  identified  with  the 
area  involved.  Florida  Case ,  6  C.  A.  B.  765,  789,  790 
(1946) ;  Rocky  Mountain  States  Air  Service ,  6  C.  A.  B.  695, 
737  (1946);  West  Coast  Case ,  6  C.  A.  B.  961,  981,  996 
(1946) ;  New  England  Case,  7  C.  A.  B.  27,  40  (1946) ;  Texas- 
Oklahoma  Case ,  7  C.  A.  B.  481,  522  (1946);  Southeastern 
States  Case,  7  0.  A.  B.  S63,  899  (1947) ;  Great  Lakes  Area 
Case,  8  C.  A.  B.  360,  398,  399  (1947) ;  Middle  Atlantic  Case, 
9  C.  A.  B.  131,  169,  178  (1948);  Parks  Investigation  Case, 
11  C.  A.  B.  779,  790  (1950). 

Among  the  “feeder”  service  operations  thus  established 
was  that  of  the  Roscoe  Turner  Aeronautical  Corporation 
(the  predecessor  corporate  name  of  Lake  Central),4  which 
in  1947  was  granted  a  temporary  certificate  to  engage  in 
“feeder”  type  air  transportation  of  persons,  property, 
and  mail  (a)  between  Grand  Rapids,  Michigan,  and  Cin¬ 
cinnati,  Ohio,  via  Kalamazoo,  Michigan;  South  Bend, 
Logansport,  Kokomo,  Indianapolis  and  Connersville,  In¬ 
diana;  and  (b)  between  Chicago,  Illinois,  and  Louisville, 
Kentucky,  via  Kankakee,  Illinois,  and  LaFavette,  Indian¬ 
apolis,  Bloomington,  and  Bedford,  Indiana.  Great  Lakes 
Area  Case,  8  C.  A.  B.  360  (1947).  This  case  involved  con¬ 
sideration  of  the  needs  of  an  area  comprised  principally  of 
the  States  of  Illinois,  Indiana,  Michigan,  and  Ohio  for  air 
service.5  In  its  review  of  the  requirements  of  the  region 
for  local  air  transportation  the  Board  treated  Indianapolis 
as  “the  center  of  the  area  under  consideration”  and  “di¬ 
vided  the  area  roughly  into  four  quadrants  having  Indian¬ 
apolis  as  their  center.”6  In  keeping  with  this  division 
the  routes  awarded  to  Lake  Central  covered  the  north  and 
south  portions  of  the  quadrant  and  formed  a  large  X 
crossing  at  Indianapolis.  The  Kalamazoo-Cincinnati  route 
totalled  approximately  342  miles,  and  the  Chicago-Louis- 
ville  route  totalled  approximately  332  miles.7 

4  Later  changed  to  Turner  Airlines. 

s  Great  Lakes  Area  Case,  supra,  363. 

8  Great  Lakes  Area  Case,  supra,  391. 

"  Great  Lakes  Area  Case,  supra,  395,  396. 
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Similarly,  in  the  North,  Central  Case ,  7  C.  A.  B.  639 
(1946),  the  Board  certificated  North  Central  (then  Wiscon¬ 
sin  Central)  to  provide  local  air  transportation  in  the  area 
northwest  of  Chicago  embraced  by  Wisconsin,  eastern  Min¬ 
nesota,  and  upper  Michigan.  This  establishment  of  North 
Central  was  based  upon  the  Board’s  findings  of  need  for 
direct  air  service  to  Chicago,  Milwaukee,  and  the  Twin 
Cities  from  numerous  small  cities  in  the  area  on  a  system 
connecting  the  Twin  Cities  and  Duluth,  Chicago  and  Du¬ 
luth,  Marquette  and  Duluth,  and  Marquette  and  Chicago. 
North  Central  Case,  supra,  pp.  663-664.8 

The  Board’s  original  concept  of  a  “feeder”  air  system 
providing  air  transportation  onto  and  off  trunkline  system 
was  frankly  experimental  and  proved  to  be  in  error.  The 
public  need  which  eventually  developed  was  not  for  such 
“feeder”  service,  but  for  a  “local”  service  to  and  from 
small  cities  into  large  metropolitan  centers  and  return 
and  between  the  smaller  cities.  Gradual  revisions  in  the 
route  systems  of  local  air  service  carriers  have  reflected 
this.  The  other  basic  initial  miscalculation  in  the  experi¬ 
ment  was  the  Board’s  judgment  as  to  the  length  of  routes 
that  could  be  economically  operated  by  independent  car¬ 
riers.  The  original  route  systems  proved  inadequate  with 
a  consequent  merger  of  some,0  the  complete  failure  of 
others,10  and  financial  difficulties  for  almost  everyone  of 
the  local  service  carriers.11  All  receive  substantial  federal 
subsidies. 

8  The  local  air  service  system  in  the  midwest  was  basically  completed  with 
the  certification  of  Ozark  Airlines  to  provide  local  air  transportation  over 
routes  which  had  as  their  center  the  St.  Louis  area.  Parks  Investigation  Case , 
11  C.  A.  B.  779  1950. 

^  Challenger  Airlines  and  Monarch  Air  Lines,  (11  C.  A.  B.  33  (1949));  Ari¬ 
zona  Airways  and  Monarch  (11  C.  A.  B.  246  (1950)).  The  Board  disapproved 
merger  plans  of  Southwest  Airways  and  West  Coast  Airlines  (11  C.  A.  B.  999 
(1950)),  but  approved  a  merger  of  West  Coast  and  Empire  (Order  No.  E- 
6459,  dated  May  26,  1952). 

Florida  Airways,  Mid-West  Airlines  and  Wiggins  Airways  (New  Eng¬ 
land)  discontinued  operations. 

ii  For  example,  at  the  time  of  the  Parks  Investigation  Case  (11  C.  A.  B. 
779  (1950))  the  Board  found  North  Central  (then  Wisconsin  Central)  not 
financially  fit  to  conduct  operations  which  it  sought  in  that  proceeding  (p. 
791). 
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The  original  route  of  Lake  Central,  was  particularly  in¬ 
adequate,  as  it  embraced  only  approximately  675  route 
miles,  supra,  p.  4;  and  the  carrier  was  able  to  activate  only 
239  miles  of  this  because  of  the  inadequacies  of  airports. 
(See  p.  2  of  Appendix,  Reopened  Indiana-Ohio  Local  Serv¬ 
ice  Case,  infra,  p.  8.)  Consequently,  it  was  necessary 
for  the  Lake  Central  management  to  seek  additional  route 
mileage  if  it  was  to  meet  the  needs  of  its  area  and  reduce 
the  burden  of  federal  subsidy.  It  therefore  sought  author¬ 
ity  in  the  Parks  Investigation  Case,  11  C.  A.  B.  779  (1950), 
to  operate  routes  in  Illinois  which  had  been  granted  to 
Parks  Air  Lines  originally,  but  which  such  company  had 
been  unable  to  activate.  In  its  decision  in  that  proceeding 
the  Board  made  clear  its  intention  that  Lake  Central  (then 
Turner  Airlines)  should  concentrate  on  the  area  east  of 
Chicago. 

The  Board  recognized  Lake  Central’s  fitness  and  ability 
to  operate  the  local  service  routes  west  and  south  of  Chi¬ 
cago  (in  contrast  to  North  Central’s  inability  to  do  so),12 
but  denied  Lake  Central’s  application  on  the  ground  that 
the  carrier  should  concentrate  on  its  existing  area  with 
extensions  in  other  directions.  This  conclusion  was  set 
forth  at  page  791  of  the  Board’s  opinion: 

‘ *  Among  the  local-service  carrier  applicants,  Wis¬ 
consin  Central  and  Turner  remain  to  be  considered  for 
the  north  central  route.  We  concur  in  the  conclusions 
of  the  examiner  with  respect  to  the  financial  ability  of 
Wisconsin  Central.  This  carrier  has  not  shown  to  our 
satisfaction  that  it  would  be  able  to  assemble  the  finan¬ 
cial  resources  to  provide  service  over  its  present  route 
and  also  to  establish  service  over  the  north  central 
route  within  the  time  required  by  the  public  interest. 
Accordingly,  its  application  will  be  denied. 

“Although  Turner  appears  able  to  provide  service 
over  the  north  central  route,  other  factors  weigh 
heavily  against  its  selection  for  that  route.  Turner 
was  originally  certificated  to  serve  the  area  lying  east 
of  Chicago,  and  its  present  route  structure  is  so  de¬ 
signed  that  practically  no  traffic  integration  would  be 
possible  with  the  north  central  route.  It  is  clear  from 


12  The  named  Wisconsin  Central  Airlines. 
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the  record  that  very  little  traffic  could  be  expected  to 
flow  between  points  on  Turner’s  route  east  of  Chicago 
and  points  on  the  north  central  route  west  of  Chicago, 
since  traffic  from  local  points  on  each  side  of  Chicago 
would,  as  experience  shows,  tend  to  flow  to  Chicago, 
but  not  beyond,  on  the  feeder  system.  If  Turner  is 
selected  it  would  in  effect  be  called  upon  to  operate  two 
feeder  systems  which  have  practically  no  traffic  inter¬ 
relationship.  Although  some  benefits  would  be  derived 
by  Turner  in  that  its  route  system  would  be  enlarged 
and  it  would  consequently  be  able  to  achieve  greater 
utilization  of  aircraft  and  greater  spread  of  its  over¬ 
head  the  benefits  would  appear  to  be  operational  only, 
and  the  result  would  be  that  the  efforts  of  the  Turner 
management  would  be  divided  between  the  area  it  was 
originally  certificated  to  serve  and  an  area  now  served 
primarily  by  different  carriers,  i.e.,  Wisconsin  Central 
and  the  Mid-Continent.  We  believe  that  it  would  be 
more  in  the  public  interest  for  Turner  to  concentrate 
its  efforts  in  the  area  it  presently  serves,  with  some 
possibility  of  logical  expansion  in  other  directions, 
rather  than  to  certificate  that  carrier  for  the  north 
central  route.  These  considerations  necessitate  that 
we  consider  the  application  of  certain  of  the  trunkline 
carriers  herein.” 

Lake  Central  at  that  time  had  a  non-certificated  affiliate 
(Nationwide  Airlines),  which  conducted  an  intrastate  op¬ 
eration  between  the  northern  peninsula  of  Michigan  and 
the  Detroit  area.  Lake  Central  therefore,  in  line  with  the 
indicated  Board  policy,  sought  a  certificate  for  that  opera¬ 
tion  in  the  Micliigan-Wisconsin  Service  Case ,  Docket  No. 
2832.  North  Central  vTas  a  competing  applicant. 

In  its  decision  in  the  case  (Order  Serial  No.  E-6390, 
dated  October  17,  1952),  the  Board  recognized  the  strong 
claim  of  Lake  Central  to  operate  the  route  on  a  certificated 
basis.  At  page  5  of  its  opinion  the  Board  stated: 

“The  question  that  has  caused  the  greater  difficulty 
in  this  proceeding,  and  has  been  responsible  for  the 
delay  in  its  disposition  has  been  the  selection  of  car¬ 
rier.  As  the  facts  set  forth  in  Examiner  Radcliffe’s 
Report  indicated,  both  of  the  principal  applicants  in 
the  proceeding,  Lake  Central  and  Wisconsin  Central, 
met  the  minimum  statutory  test  for  awarding  a  carrier 
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a  new  route.  The  choice  of  applicant  was  especially 
difficult  because  of  strong  competitive  public  interest 
considerations  which  favored  the  different  applicants. 
For  example,  Lake  Central  (through  its  affiliate  Na¬ 
tionwide)  pioneered  the  inter-peninsula  service,  and 
demonstrated  both  its  traffic  potential  and  public  bene¬ 
fits.  This  carrier  so  successfully  met  the  transporta¬ 
tion  needs  of  the  Michigan  communities  that  the  citi¬ 
zens  through  their  municipal  governments  and  civic 
bodies  urged  our  granting  this  carrier’s  application 
even,  if  it  meant  termination  of  the  direct  one-carrier 
service  to  Milwaukee  and  Chicago  they  had  been  au¬ 
thorized  to  receive  from  Wisconsin  Central (Em¬ 
phasis  supplied) 

At  pages  6  and  7  of  its  opinion  the  Board  made  clear  that 
it  had  been  prepared  to  award  this  route  to  Lake  Central, 
but  was  unable  to  do  so  because  subsequent  to  the  hearing 
questions  had  arisen  with  respect  to  violations  of  the  Act 
by  certain  individuals  connected  with  the  Lake  Central- 
Nationwide  management. 

However,  two  months  later,  on  December  30,  1952,  the 
Board  in  the  Reopened  Indiana- Ohio  Local  Service  Case 
(Docket  No.  4034,  et  al.)  certificated  Lake  Central  to  serve 
additional  points  in  the  Indiana  and  Ohio  area  which  ex¬ 
tended  its  route  mileage  to  approximately  1,400  miles  (Or¬ 
der  Serial  No.  E-7054).  The  Board  found  Lake  Central 
fit,  willing,  and  able  to  undertake  this  expansion,  which 
doubled  its  route  miles  and  which  required  a  capital  out¬ 
lay  of  $427,000.  The  Board  further  found  that  the  impedi¬ 
ment  which  existed  to  certification  in  the  Michigan-Wiscon- 
sin  Service  Case  has  been  removed  (pp.  5-8). 

Lake  Central  justified  these  conclusions  by  putting  the 
new  routes  into  operation  within  45  days  (J.  A.  389). 

It  was  this  route  which  Lake  Central  was  operat¬ 
ing  at  the  time  it  applied  on  September  11,  1953  for  a  cer¬ 
tificate  to  provide  local  air  service  over  Route  7  (J.  A. 
9-13).  It  was  the  belief  of  the  Lake  Central  management  in 
making  the  application  that  the  addition  of  Route  7  to  the 
carrier’s  system  was  a  logical  step  in  the  carrier’s  develop¬ 
ment,  particularly  in  light  of  its  past  history  before  the 
Board,  and  would  round  out  Lake  Central’s  routes  into  a 
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well  integrated  economically  sound  local  service  operation. 
Local  air  service  in  Michigan  had  been  pioneered,  as  the 
Board  found,  by  Lake  Central  through  its  non-certificated 
subsidiary,  supra-,  p.  8.  Only  an  unusual  situation  had 
prevented  the  carrier’s  certification  to  provide  service  to 
the  northern  peninsula  of  the  state,  and  had  enabled  North 
Central  to  go  outside  its  natural  territory  and  slip  its 
“camel’s  nose”  into  the  Lake  Central  tent.  That  situation 
had  been  changed  and  control  of  the  carrier’s  future  had 
passed  into  the  hands  of  respected  professional  persons, 
including  the  president  and  treasurer  of  Purdue  Univer¬ 
sity  who  headed  the  Purdue  Research  Foundation  and  the 
University’s  Aeronautics  Corporation  and  aviation  pro¬ 
gram.13  Route  7  integrated  into  Lake  Central’s  existing 
operation  which  already  served  Chicago,  South  Bend,  and 
Kalamazoo,  or  half  the  cities  on  Route  7  and  its  opera¬ 
tions  duplicated  Route  7  between  South  Bend  and  Kala¬ 
mazoo  for  a  distance  of  54  route  miles  out  of  a  total  of  232 
miles  involved  (J.  A.  13).  In  other  words,  Lake  Central  al¬ 
ready  served  25  per  cent  of  the  route.  Available  data 
showed  a  strong  community  of  interest  between  the  points 
served  by  Lake  Central  and  Route  7  cities,  including  a  sub¬ 
stantial  need  for  direct  air  sei’vice  between  Detroit  and  the 
industrial  area  around  Kokomo,  Indiana.  Route  7  was  a 
strong  route,  and  it  was  recognized  that  its  operation  would 
substantially  reduce  Lake  Central’s  need  for  Federal  sub¬ 
sidy  payments.  It  was  the  only  territory  available  for  the 
carrier  to  accomplish  these  results  (J.  A.  382)  which,  while 
they  were  in  the  private  interest  of  Lake  Central,  were  also 
clearly  in  the  public  interest  as  laid  down  in  Section  2  of 
the  Civil  Aeronautics  Act  (49  U.  S.  C.  402). 

It  was  on  this  basis  that  Lake  Central  presented  its  case 
to  the  Board.  That  case  received  strong  support  from  the 
Board’s  Bureau  of  Air  Operations,  the  only  disinterested 
and  objective  participant  in  the  hearing.  The  Bureau  did 
not  believe  that  the  time  was  propitious  to  transfer  Route 
7  from  American  to  any  local  service  carrier  and  that  such 
a  decision  should  be  deferred.  However,  the  Bureau  took 


WRcopencd  Indiana-Ohio  Local  Service  Case,  supra,  p.  8. 
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the  position  that  on  every  factor  affecting  the  public  in¬ 
terest  Lake  Central  was  the  preferred  applicant  (J.  A. 
354-356). 

The  Bureau’s  support  for  Lake  Central’s  application 
was  based  on  the  ground  that  Route  7  integrated  better 
into  Lake  Central’s  existing  routes  than  into  North  Cen¬ 
tral’s;  that  it  would  cost  Lake  Central  less  to  operate  the 
route  than  North  Central;  and  that  certification  would 
have  a  greater  benefit  to  Lake  Central’s  whole  operation 
than  to  North  Central’s  by  reducing  unit  costs  and  overall 
subsidy  needs  (J.  A.  354-356). 

The  Board  in  its  decision  issued  on  February  28,  1955, 
found  that  the  public  convenience  and  necessity  required 
the  suspension  of  American’s  operation  over  Route  7  and 
the  substitution  therefor  of  a  local  air  service  operation.14 
However,  the  Board  ignored  the  analysis  and  recommenda- 
i  tions  of  its  Bureau  of  Air  Operations  that  Lake  Central  be 
selected  to  operate  such  local  service  route  and  accepted 
instead  the  recommendation  of  a  hearing  examiner  that 
j  North  Central  should  be  awarded  the  route.  This  action 
i  was  based  on  the  ground  that  North  Central  could  inau- 
!  gurate  service  over  Route  7  “more  promptly”  than  Lake 
Central;  that  North  Central  could  operate  the  route  more 
cheaply  than  Lake  Central ;  and  that  Route  7  would  inte¬ 
grate  better  into  North  Central’s  existing  route  system 
•  than  into  Lake  Central’s  system.  (J.  A.  368-376) 

Member  Adams  dissented  from  the  majority  decision  on 
the  selection  of  a  carrier  to  provide  local  air  service  over 
Route  7  (J.  A.  376-390). lr’  The  dissent  emphasized  that  the 
member  was  “concerned  with  the  future  welfare  of  the 
travelling  public  in  Ohio,  Indiana,  and  southern  Michigan 
to  a  considerably  greater  extent  than  with  the  welfare  of 
any  particular  local  air  carrier”  and  that  such  welfare 
required  the  certification  of  Lake  Central  to  operate  over 
Route  7. 

The  suspension  of  American ’s  operation  over  Route  7  is  not  under  review 
in  this  case. 

13  The  majority  consisted  of  a  bare  quorum  of  three,  one  membership  being 
vacant. 
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Lake  Central,  on  March  30,  1955.  in  accordance  with  the 
Board’s  Rules  of  Practice  (14  C.  F.  R.  302.37)  filed  a  timely 
petition  for  reconsideration,  rehearing,  and  reargument  of 
the  Board’s  decision  (J.  A.  402). 

On  April  7,  1955,  Lake  Central  filed  with  the  Board  a 
motion  to  reopen  the  record  in  the  proceeding  for  receipt 
of  additional  evidence.  (J.  A.  451)  This  petition  set 
forth  eleven  principal  matters  which  should  be  considered 
in  such  reopened  proceeding  together  with  a  showing  as  to 
their  relevancy  and  materiality  in  the  proper  disposition 
of  the  case.  The  motion,  inter  alia ,  called  to  the  Board’s 
attention  that  its  decision  of  February  28,  1955,  had  given 
no  consideration  to  the  fact  that  certification  of  North 
Central  to  operate  over  Route  7  would  provide  for  the  first 
time  duplication  of  Lake  Central’s  operation  between 
Kalamazoo  and  South  Bend  and  indeed  had  not  even  men¬ 
tioned  the  fact.  The  petition  then  went  on  to  point  out 
that  this  duplication  would  result  in  substantial  diversion 
of  Lake  Central  traffic  and  that  the  Board  should  give  this 
aspect  of  the  case  careful  consideration. 

On  April  19,  1955  there  unanimously  passed  the  United 
States  House  of  Representatives  a  bill  identified  as  H.  R. 
2225,  which  provided  for  permanent  certification  of  all 
local  air  service  operations  conducted  during  a  “grand¬ 
father”  period  of  120  days  after  enactment  of  the  legisla¬ 
tion.10  On  April  20,  1955,  the  United  States  Senate  unani¬ 
mously  passed  substantially  the  same  legislation.17  The 
effect  of  such  legislation  on  Route  7  was  that  it  directed 
the  Board  to  grant,  upon  application  therefor,  a  permanent 
certificate  to  the  local  air  service  carrier  certificated  in  this 
proceeding  on  a  temporary  basis  to  provide  service  over 
the  route.18 

Thereafter,  on  April  22,  1955,  the  Board  issued  a  sup¬ 
plemental  decision  denying  Lake  Central’s  petition  for  re¬ 
consideration  of  the  Board’s  prior  decision  of  February 

1®  Congressional  Record,  Vol.  101,  No.  64,  p.  4011. 

i”  Congressional  Record,  Vol.  101,  No.  65,  p.  4079. 

18  This  legislation  became  law,  effective  May  19,  1955,  as  Section  401(e)(3) 
of  the  Civil  Aeronautics  Act  (49  U.  S.  C.  401(e)(3)). 
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28, 1955,  and  also  denying  Lake  Central’s  motion  to  reopen 
the  record  for  the  receipt  of  new  evidence  (J.  A.  466). 
At  the  same  time  the  Board  denied  Lake  Central’s  appli¬ 
cation  of  April  19,  1955  for  a  stay  of  the  award  to  North 
J  Central  (J.  A.  479). 

Lake  Central  then  asked  the  Board  to  reopen  the  pro¬ 
ceeding  to  determine  the  need  for  a  permanent  local  air 
service  route  between  Chicago  and  Detroit  in  the  light  of 
the  imminent  legislation  which  would  make  permanent  any 
temporary  authorization  to  North  Central  for  such  route 
or  in  the  alternative  to  stay  North  Central’s  award  until 
adequate  consideration  could  be  given  to  the  problem  ( J.  A. 
481).  The  Board  also  denied  this  request  for  relief  on  the 
general  basis  that  the  motion  therefor  did  not  make  a 
showing  warranting  the  relief  requested  (J.  A.  485). 

Lake  Central  petitioned  this  Court  on  April  26,  1955,  to 
stay  the  above  listed  orders  and  the  operation  of  Route  7 
by  North  Central  pending  judicial  review  of  the  orders. 
The  Court  by  its  order  dated  April  29,  1955,  denied  such 
petition,  but  only  upon  the  representations  of  the  Board 
and  North  Central  that  operation  of  Route  7  by  North 
Central  during  the  period  of  judicial  review  would  not  en¬ 
title  that  air  carrier  to  a  permanent  certificate  for  the  route 
under  pending  Federal  legislation  if  the  orders  under  re- 
j  view  were  set  aside.10 

By  orders  dated  April  29,  1955  the  Court  granted  the 
motions  of  American,  North  Central,  and  the  City  of  Kala¬ 
mazoo,  Michigan  to  intervene  in  the  case. 

By  order  dated  September  8,  1955,  the  Court  approved 
a  pre-hearing  conference  stipulation  between  the  parties 
governing  the  issues  and  further  conduct  of  the  case. 

19  On  June  2S,  1955  North  Central  filed  an  application  pursuant  to  Section 
401(c)(3)  of  the  Civil  Aeronautics  Act  (49  U.  S.  C.  4Sl(e)(3)),  asking  for 
permanent  rights  over  its  routes,  including  Route  7  between  Chicago  and 
Detroit,  pursuant  to  the  new  local  service  *  *  grand  father”  legislation  which 
became  effective  May  19,  1955.  Lake  Central  protested  to  the  Board  against 
the  grant  of  permanent  rights  to  North  Central  over  Route  7  in  light  of  rep¬ 
resentations  to  the  Court  in  the  stay  proceedings  and  the  Court’s  recitation 
in  its  order  of  April  29,  1955.  The  Board  by  its  show  cause  order,  Serial 
No.  E-9568,  dated  September  14,  1955,  proposed  to  defer  action  on  North 
Central’s  request  as  applied  to  Route  7  until  final  disposition  of  this  pro¬ 
ceeding. 


13 


Route  7  is  presently  operated  by  North  Central  pursuant 
to  the  authority  of  Section  9(b)  of  the  Administrative  Pro¬ 
cedure  Act  (5  U.  S.  C.  A.  1008(b))  invoked  by  that  carrier 
filing  with  the  Board  on  May  9,  1955  in  Docket  No.  6771 
an  application  for  renewal  of  the  certificate  granted  it  by 
the  Board  orders  here  under  review.  This  application  was 
amended  on  July  1,  1955  and  July  27,  1955.  If  the  present 
orders  are  upheld,  such  application  will  become  moot  and 
North  Central  will  receive  a  permanent  certificate  for 
Route  7  under  Section  401(e)(3)  of  the  Civil  Aeronautics 
Act  referred  to  above. 

STATUTES  AND  REGULATIONS  INVOLVED 

The  certificate  awards  which  Lake  Central  asks  the 
Court  to  set  aside  were  issued  under  Section  401(a) 
through  (d)  of  the  Civil  Aeronautics  Act.  (49  U.  S.  C. 
401(a)-(d)).  Also  involved  are  Sections  2,  205,  1005(f) 
and  1006(a)  and  (e)  of  that  Act  (49  U.  S.  C.  402,  425,  645(f) 
and  646(a)  and  (e))  and  Sections  10(a)  and  (e)  of  the 
Administrative  Procedure  Act  (5  U.  S.  C.  1009(a)  and  (e)). 
In  addition,  there  is  involved  Section  302.37  of  the  Board’s 
Rules  of  Practice  (14  CFR  302.37).  These  statutes  and 
regulations  are  set  forth  in  full  in  Appendix  A  hereto. 
Other  provisions  of  the  Civil  Aeronautics  Act  or  Board 
regulations  to  which  reference  is  made  herein  are  cited  or 
quoted  at  appropriate  places  in  the  text. 

STATEMENT  OF  POINTS  ON  WHICH  PETITIONER  RELIES 

1.  The  Board’s  orders  denying  Lake  Central’s  applica¬ 
tion  for  a  temporary  certificate  of  public  convenience  and 
necessity  to  provide  local  air  service  over  Route  7  between 
Chicago  and  Detroit,  and  granting  North  Central’s  appli¬ 
cation  to  provide  such  service,  are  not  supported  by  sub¬ 
stantial  evidence  on  the  record  considered  as  a  whole. 

2.  The  Board’s  orders  described  in  Paragraph  1  are  not 
supported  by  adequate  and  sufficient  findings  of  fact  with 
respect  to  the  evidence  before  the  Board. 
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3.  The  Board’s  action  in  denying  Lake  Central’s  motion 
to  reopen  the  record  of  the  proceedings  before  the  agency 
for  the  receipt  of  new  and  additional  evidence  was  arbi¬ 
trary,  capricious,  and  constituted  an  abuse  of  the  agency’s 
discretion. 

4.  The  Board’s  action  in  granting  North  Central  a  tem¬ 
porary  authorization  to  provide  local  air  service  over 
Route  7  in  the  face  of  imminent  Federal  legislation  which 
would  make  such  a  grant  permanent  constituted  in  sub¬ 
stance  the  grant  of  a  permanent  route  upon  an  application 
for  a  temporary  award  without  notice  to  Lake  Central  and 
an  opportunity  to  be  heard  thereon. 

SUMMARY  OF  ARGUMENT 

1.  The  Board’s  orders  denying  Lake  Central’s  applica¬ 
tion  for  an  authorization  to  provide  local  air  service  over 
Route  7  between  Chicago  and  Detroit  and  granting  such 
an  authorization  to  North  Central  are  not  supported  by 
substantial  evidence  in  the  record  considered  as  a  whole. 
The  Board  orders  were  based  upon  an  ultimate  conclusion 
that  the  public  convenience  and  necessity  required  the  ac¬ 
tion  taken.  This  conclusion  was  supported  by  three  prin¬ 
cipal  findings  of  fact.  Since  the  Board’s  conclusion  was 
based  on  these  findings  taken  together,  and  not  upon  any 
single  one  of  them,  Lake  Central  need  show  only  that  any 
one  of  the  primary  findings  is  unsupported  by  substantial 
evidence  to  obtain  a  reversal  of  the  Board’s  action.  It  is 
Lake  Central’s  position  that  all  of  the  principal  bases  of 
the  Board’s  orders  are  unsupported  by  substantial  evi¬ 
dence  on  the  record  considered  as  a  whole. 

The  Board  found  that  Route  7  would  integrate  better 
into  North  Central’s  system  than  into  Lake  Central’s. 
The  evidence  of  record  showed  that  Route  7  geographically 
extended  through  the  heart  of  Lake  Central’s  existing 
route  system  and  that  25  per  cent  of  the  mileage  on  Route 
7  paralleled  that  system.  The  evidence  also  showed  that 
the  primary  economic  community  of  interest  of  the  cities 
on  Route  7  which  did  not  have  service  from  any  of  the  ap¬ 
plicants  was  with  cities  within  the  area  served  by  Lake 
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Central.  The  evidence  further  showed  a  strong  community 
of  interest  between  Detroit  and  the  area  centered  around 
Kokomo,  Peru,  Logansport,  and  Marion,  Indiana,  the  site 
of  many  automotive  parts  suppliers  and  of  a  large  air  force 
installation.  This  interest  called  for  direct  air  service  be¬ 
tween  the  area  and  Detroit  by  the  certification  of  Lake 
Central.  The  Board’s  opinion  did  not  deny  any  of  these 
facts,  but  based  its  conclusion  as  to  the  superior  integra¬ 
tion  of  Route  7  with  North  Central’s  system  on  the  ground 
that  North  Central  was  in  a  position  to  provide  one  plane 
service  between  intermediate  cities  on  Route  7  (Ann  Ar¬ 
bor,  Jackson,  Battle  Creek,  Kalamazoo,  South  Bend)  and 
points  on  North  Central’s  system  in  Wisconsin  and  Min¬ 
nesota  west  of  Lake  Michigan.  This  conclusion  involved 
nothing  more  than  speculation  on  the  part  of  the  Board. 
The  evidence  of  record  showed  that  (1)  North  Central 
had  not  offered  through  one  plane  schedules;  (2)  there  was 
a  negligible  amount  of  traffic  between  the  Route  7  cities 
involved  and  the  points  on  North  Central’s  system  west  of 
Lake  Michigan;  (3)  even  this  small  amount  of  traffic  would 
be  provided  better  and  more  direct  service  by  connections 
at  Grand  Rapids  with  the  trunkline  service  of  Capital  Air¬ 
lines  through  the  certification  of  Lake  Central;  and  (4) 
the  Board  in  suspending  American’s  trunkline  service  over 
Route  7  had  abandoned  through  one  plane  service  through 
Detroit  because  of  the  primary  local  traffic  characteristics 
of  the  route. 

The  Board  found  that  North  Central  could  operate  Route 
7  at  a  direct  subsidy  cost  cheaper  than  Lake  Central.  The 
Board’s  Bureau  of  Air  Operations  had  placed  detailed  evi¬ 
dence  in  the  record  showing  that  Lake  Central  could  op¬ 
erate  Route  7  at  a  direct  subsidy  cost  less  than  that  of 
North  Central.  There  was  no  cross-examination  on  this 
evidence,  nor  was  there  any  serious  effort  made  to  rebut  it. 
The  Board  rejected  it  primarily  upon  the  ground  that 
there  was  a  disparity  of  48  per  cent  between  the  Bureau’s 
estimates  of  North  Central’s  ground  and  indirect  costs  in 
operating  Route  7  and  North  Central’s  experienced  cost 
over  its  existing  routes  during  1954.  This  figure  was  in 
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error  because  the  Bureau’s  estimates  were  based  upon  1953 
operating  results  and  the  Board  compared  such  estimate 
with  North  Central  1954  operating  results.  If  a  compari¬ 
son  is  made  upon  the  basis  of  operating  results  for  the 
same  year,  the  difference  between  the  Bureau’s  estimate 
and  North  Central’s  experienced  costs  is  approximately 
half  that  relied  upon  by  the  Board.  The  evidence  shows 
that  this  difference  arises  out  of  the  fact  that  the  inter¬ 
station  mileages  on  Route  7  were  some  40  per  cent  less 
than  on  North  Central’s  existing  route,  thus  substantially 
increasing  North  Central’s  cost  per  plane  mile  because  of 
more  takeoffs,  landings,  and  stations  per  route  mile.  More¬ 
over,  the  Board  had  accepted  the  Bureau’s  estimates  in 
numerous  other  proceedings  based  upon  the  identical  for¬ 
mula  used  in  this  case. 

The  evidence  also  showed  that  the  operation  of  Route  7 
bv  Lake  Central  would  have  a  far  greater  effect  in  re- 
ducing  that  carrier’s  total  cost  and  over-all  need  for  Fed¬ 
eral  subsidy  than,  would  the  operation  of  the  route  by  North 
Central.  This  was  because  Lake  Central’s  existing  route 
mileage  was  less  than  half  that  of  North  Central.  The 
Board  in  its  opinion  agreed  that  this  was  so. 

The  Board  found  that  North  Central  could  more 
promptly  inaugurate  local  air  service  over  Route  7  than 
could  Lake  Central.  This  conclusion  was  based  in  part  on 
a  finding  that  although  Lake  Central  was  fit,  willing,  and 
able,  to  operate  the  route,  its  working  capital  position  in 
relation  to  North  Central  gave  the  latter  carrier  an  ad¬ 
vantage  in  promptly  beginning  such  an  operation.  The 
evidence  of  record  showed  that  Lake  Central  had  available 
to  it  through  loans  all  the  cash  needed  to  inaugurate  the 
operation,  and  this  evidence  was  not  rejected  by  the  Board. 
Under  such  circumstances  Lake  Central’s  negative  work¬ 
ing  capital  position  was  entirely  irrelevant.  This  was  par¬ 
ticularly  true  in  light  of  the  fact  that  at  the  time  of  the 
Board’s  opinion  its  working  capital  position  was  61  per 
cent  better  than  the  figures  relied  on  by  the  Board,  that 
the  Board  itself  did  not  make  the  certificate  for  Route  7 
effective  until  60  days,  and  Lake  Central  had  a  recent  his- 
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tory  of  promptly  putting  into  service  route  mileage  nearly 
three  times  that  of  Route  7  with  twice  as  many  stations 
and  with  a  working  capital  position  approximately  the 
same  as  that  cited  by  the  Board,  while  North  Central’s 
recent  history  in  this  respect  was  not  nearly  as  good. 

The  Board’s  conclusion  with  respect  to  promptness  of 
inaugurating  service  over  Route  7  was  also  based  in  part 
on  the  finding  that  North  Central  had  an  advantage  with 
respect  to  existing  facilities  since  it  already  served  Chi¬ 
cago  and  Detroit  and  Lake  Central  owned  no  facilities  of 
its  own  at  Chicago.  The  evidence  showed  that  Lake  Cen¬ 
tral  did  in  fact  own  facilities  at  Chicago  and  that  it  al¬ 
ready  had  facilities  at  South  Bend  and  Kalamazoo  on 
Route  7.  This  meant  that  it  was  necessary  for  Lake  Cen¬ 
tral  to  install  facilities  only  at  Willow  Run  Airport,  Jack- 
son,  and  Battle  Creek,  whereas  North  Central  would  be 
required  to  install  facilities  at  South  Bend,  Kalamazoo, 
Battle  Creek,  and  Jackson  in  order  to  operte  the  route. 
In  addition,  the  evidence  showed  that  Lake  Central  had 
arrangements  for  facilities  at  Willow  Run  Airport.  Any 
time  advantage  in  inaugurating  service  over  Route  7  grow¬ 
ing  out  of  existing  facilities  on  the  route  obviously  lay  with 
Lake  Central. 

2.  The  Board’s  action  in  denying  Lake  Central’s  appli¬ 
cation  to  provide  local  air  service  over  Route  7  and  the 
granting  of  North  Central’s  application  for  said  service  is 
not  supported  by  adequate  and  sufficient  findings.  Both 
the  Civil  Aeronautics  Act  and  the  Administrative  Proce¬ 
dure  Act  require  that  the  Board  action  be  supported  by 
adequate  findings  of  fact  and  law.  Lake  Central  does  not 
contend  that  this  requirement  obligates  the  agency  to  make 
detailed  findings  on  every  evidentiary  fact,  but  it  does  urge 
that  the  Board’s  findings  must  contain  no  significant  omis¬ 
sions  prejudicial  to  the  carrier.  Lake  Central  further 
urges  that  there  are  substantial  and  significant  omissions 
in  the  findings  which  the  Board  made  to  support  its  action. 
These  omissions  stem  principally  from  the  lack  of  evidence 
to  support  the  Board’s  major  conclusions  as  summarized 
above,  so  that  the  Board  was  unable  to  deal  simply  and 
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directly  with  each  issue.  The  course  chosen  was  to  ignore 
those  facts  which  were  embarrassing  or  which  did  not  fit 
the  pattern.  The  prejudicial  omissions  are  enumerated 
and  discussed  infra,  pages  38-41. 

3.  The  Board  refused  to  reopen  the  record  for  the  re¬ 
ceipt  of  additional  evidence  upon  the  timely  filed  motion 

^bf  Lake  Central.  Lake  Central’s  motion  offered  to  present 
new  evidence  which  affected  each  of  the  principal  reasons 
for  the  Board’s  action  and  included  a  request  for  a  hear¬ 
ing  on  a  permanent  certificate  for  Route  7  in  the  light  of 
imminent  Federal  legislation  then  certain  to  become  law 
which  would  have  the  effect  of  converting  the  proposed 
temporary  award  to  North  Central  into  a  permanent  au¬ 
thorization.  It  is  Lake  Central’s  position  that  the  Board 
was  arbitrary  in  refusing  to  reopen  the  record  upon  the 
basis  of  such  motion.  Braniff  Airways,  Inc.  v.  Civil  Aero¬ 
nautics  Board,  147  F.  2d  152  (C.  A.  D.  C.  1945).  All  of  the 
matters  on  which  Lake  Central  offered  to  introduce  new 
evidence  substantially  affected  the  Board’s  action  within 
the  rule  of  the  Braniff  case,  particularly  when  considered 
in  the  light  of  the  inadequacy  of  the  Board’s  findings  in 
terms  of  supporting  evidence  and  significant  omissions  as 
previously  set  forth. 

4.  The  Board’s  orders  constituted  the  grant  to  North 
Central  of  a  permanent  certificate  upon  a  record  support¬ 
ing  only  a  temporary  award  without  notice  and  opportunity 
to  be  heard  thereon  by  Lake  Central.  The  certificate 
granted  by  the  Board  to  North  Central  was  temporary  in 
form.  However,  this  Court  has  held  that  grant  of  a  li¬ 
cense  temporary  in  form  may  be  permanent  in  substance 
by  reason  of  the  facts  surrounding  such  action.  American 
Broadcasting  Co.  v.  Federal  Communications  Commission, 
191  F.  2d  492  (C.  A.  D.  C.  1951).  The  award  here  was 
made  to  North  Central  in  the  face  of  imminent  legislation 
which  would  immediately  convert  such  an  award  into  a 
permanent  certificate  forever  foreclosing  Lake  Central 
from  the  route.  The  Board  knew  this,  and  in  fact  it  was 
called  to  the  Board’s  attention  by  Lake  Central.  The 
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Board  was  in  a  position  to  prevent  this  result,  and  it  de¬ 
liberately  went  ahead.  The  substance  of  the  situation, 
therefore,  is  that  if  the  Board’s  orders  are  upheld,  North 
Central  will  have  acquired  a  permanent  certificate  for 
Route  7  upon  an  application  for  a  temporary  certificate 
and  upon  a  record  which  only  justifies  a  temporary  cer¬ 
tificate. 

ARGUMENT 

L 

THE  BOARD'S  ACTION  IN  DENYING  LAKE  CENTRAL'S  APPLI¬ 
CATION  TO  PROVIDE  LOCAL  AIR  SERVICE  OVER  ROUTE  7 
AND  GRANTING  NORTH  CENTRAL'S  APPLICATION  THERE¬ 
FOR  IS  NOT  SUPPORTED  BY  SUBSTANTIAL  EVIDENCE  AND 
VALID  FINDINGS. 

In  this  case  the  Board  found  that  the  public  convenience 
and  necessity  required  the  grant  of  North  Central’s  appli¬ 
cation  to  provide  local  air  service  over  Route  7  and  the 
denial  of  Lake  Central’s  application  to  provide  such  serv¬ 
ice.  This  ultimate  mixed  conclusion  of  law  and  fact  was 
supported  in  the  Board’s  opinions  and  orders  by  three 
findings  of  act.  These  were  (1)  that  Route  7  would  inte¬ 
grate  better  into  North  Central’s  existing  route  system 
than  into  Lake  Central’s  (J.  A.  371) ;  (2)  that  North  Cen¬ 
tral  could  operate  Route  7  at  less  cost  to  the  Federal  Gov¬ 
ernment  than  Lake  Central  ( J.  A.  370) ;  and  (3)  that  North 
Central  could  inaugurate  local  air  service  over  Route  7 
more  promptly  than  could  Lake  Central  (J.  A.  369). 

It  is  the  contention  of  Lake  Central  in  this  review  pro¬ 
ceeding  (a)  that  the  findings  of  the  Board  enumerated 
above  are  not  supported  by  substantial  evidence  in  the 
record  made  before  the  Board  considered  as  a  whole  and 
are  indeed  contrary  to  the  facts  appearing  in  such  record; 
and  (b)  that  these  findings  are  themselves  legally  insuf¬ 
ficient  to  support  the  Board’s  ultimate  conclusion  and  ac¬ 
tion  because  they  are  not  in  turn  supported  by  adequate 
subsidiary  findings.  The  agency  action  was  based  upon  all 
three  of  the  cited  findings  taken  together.  If  any  one  of 
them  is  invalid  for  the  reasons  set  forth  by  Lake  Central, 
then  the  Board’s  orders  must  be  set  aside.  The  defects  in 
the  Board’s  findings  are  discussed  separately  below. 
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A.  THE  BOARD'S  FINDINGS  ARE  NOT  SUPPORTED  BY  SUBSTANTIAL 
EVIDENCE  IN  THE  RECORD  CONSIDERED  AS  A  WHOLE 

Section  10(e)  of  the  Administrative  Procedure  Act  (5 
U.  S.  C.  A.  1009(e))  provides  that  a  court  upon  judicial 
review  of  agency  action  shall  set  aside  such  action,  find¬ 
ings,  and  conclusions  unsupported  by  substantial  evidence 
in  cases  like  the  present  which  must  be  decided  by  the 
agency  on  a  record  after  public  hearings  in  accordance 
with  the  requirements  of  Section  7  and  8  of  that  Act  (5 
U.  S.  C.  A.  1006,  1007). 20 

The  Supreme  Court  in  Universal  Camera  Corporation  v. 
National  Labor  Relations  Board,  340  U.  S.  474,  489  (1951), 
observed  that  there  are  no  “talismanic  words”  by  which 
the  application  of  the  “substantial  evidence”  requirement 
can  be  reduced  to  a  precise  mathematical  formula.  It  re¬ 
mains  a  matter  of  degree  and  judicial  judgment.  How¬ 
ever,  that  Court  clearly  established  in  the  cited  case  (pages 
489-490)  that  the  Administrative  Procedure  Act  requires 
the  agency  to  keep  within  reasonable  bounds  and  that  a 
reviewing  court  may  set  aside  agency  action  when  the 
record  clearly  precludes  the  agency  decision  from  being 
justified  by  a  fair  estimate  of  the  testimony  or  its  informed 
judgment  on  matters  within  its  special  competence  or  both. 
Lake  Central  believes  that  the  findings  here  involved  vio¬ 
late  this  standard.  Such  position  is  based  upon  the  follow¬ 
ing  analysis  of  the  findings  and  the  supporting  evidence. 

1.  Integration  of  Routes 

The  Board’s  Bureau  of  Air  Transportation  took  the  po¬ 
sition  that  Route  7  “fits  best”  into  Lake  Central’s  exist¬ 
ing  route  system  (J.  A.  355).  The  Board,  however,  found 
that  Route  7  would  integrate  into  Xorth  Central’s  exist¬ 
ing  route  system  better  than  into  Lake  Central’s  system 
(J.  A.  371).  Since  the  Board’s  opinion  purported  to  adopt 

2(>  Section  401(c)  of  the  Civil  Aeronautics  Act  (49  U.  S.  C.  401(c))  re¬ 
quires  that  applications  for  certificates  of  public  convenience  and  necessity  be 
acted  upon  after  hearing;  Section  401(d)  (49  U.  S.  C.  401(d))  enumerates 
the  findings  to  be  made  as  a  condition  precedent  to  the  grant  of  such  an 
application:  and  Section  1005(f)  of  that  Act  (49  TT.  S.  C.  1005(f))  requires 
the  Board  to  set  forth  the  findings  of  fact  on  which  its  action  is  based. 


21 


the  examiner's  findings  (J.  A.  368),  but  at  the  same  time 
proceed ed“ to  im^inde^endent  discussion  of  the  integration 
issue,  it  is  difficult  to  pin  down  precisely  the  basis  of  the 
Board’s  conclusion  on  that  issue.  The  petitioner  will 
therefore  take  up  one  by  one  the  findings  on  integration 
both  in  the  examiner’s  initial  decision  and  in  the  Board’s 
original  and  supplemental  opinions. 

a.  In  his  initial  decision  the  examiner  concluded  that  as 
a  matter  of  geography  Route  7  is  “unquestionably  more 
in  North  Central’s  territory  than  it  is  in  the  territory  of 
Ozark  or  Lake  Central”.  He  went  on  to  state  that  the 
route  “could  be  characterized  as  being  almost  in  North 
Central’s  backyard”  (J.  A.  340).  The  Board  in  its  two 
opinions  did  not  mention  or  repeat  this  conclusion  and 
does  not  appear  to  have  adopted  or  relied  upon  it  (J.  A. 
371,  466).  Nor  could  the  Board  validly  have  done  so,  since 
the  conclusion  is  not  only  not  supported  by  the  facts,  but 
is  directly  contrary  thereto. 

The  evidence  of  record  shows  that  Route  7  extends  in  a 
southwesterly  direction  out  of  Detroit  into  southern  Michi¬ 
gan  and  northern  Indiana  which  is  the  heart  of  the  terri¬ 
tory  served  by  Lake  Central  (.T.  A.  159).  Lake  Central’s 
headquarters  are  located  in  Indianapolis  only  138  miles 
south  of  Route  7.  Moreover,  Lake  Central’s  existing  Route 
88  penetrates  through  the  center  of  the  territory  traversed 
by  Route  7;  serves  three  of  the  points  on  that  route  (Chi¬ 
cago,  South  Bend,  and  Kalamazoo) :  and  parellels  the  route 
over  approximately  25  per  cent  of  its  mileage  between 
South  Bend  and  Kalamazoo  (J.  A.  159). 

On  the  other  hand.  North  Central’s  operation  is  based 
on  Minneapolis-St.  Paul  between  400  and  500  miles  from 
the  central  portion  of  Route  7  (J.  A.  6).  North  Central’s 
only  contact  with  Route  7  is  at  Detroit  and  Chicago.  From 
Detroit  North  Central  has  a  route  extending  northwest¬ 
ward  into  the  northern  peninsula  of  Michigan,  while  Route 
7  extends  in  almost  the  opposite  direction  to  the  southwest 
leaving  a  large  V  shaped  wedge  between  the  two.  Likewise, 
from  Chicago  North  Central  has  routes  extending  north¬ 
westward  into  Wisconsin  and  Minnesota,  while  Route  7  ex- 
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tends  in  the  opposite  direction  to  the  south  and  east  of 
Chicago  (J.  A.  299). 

It  is  submitted  that  to  characterize  Route  7  as  lying  “al¬ 
most  in  North  Central’s  backyard”  on  the  basis  of  such 
facts  and  to  conclude  therefrom  that  the  route  is  more  in 
North  Central’s  territory  than  in  Lake  Central’s  is  con¬ 
trary  to  the  evidence. 

b.  The  Board  concluded  that  Route  7  would  integrate 
better  into  North  Central’s  existing  routes  than  into  Lake 
Central’s  because  North  Central  had  “considerable  oppor¬ 
tunity”  to  offer  one  plane  service  between  intermediate 
points  on  Route  7  and  North  Central  cities  west  of  Lake 
Michigan  (J.  A.  371).  There  was  no  substantial  evidence 
to  support  a  reasonable  probability  of  such  service  or  that 
there  was  any  public  need  therefor  which  would  justify 
the  Board  in  advancing  it  as  a  reason  for  the  selection  of 
North  Central.  This  is  shown  by  the  following  facts  of 
record : 

(1)  There  is  not  one  line  of  testimony  in  the  record  of 
the  Board  proceedings  in  which  North  Central  stated  cate¬ 
gorically  that  it  would,  if  certificated,  provide  single  plane 
service  between  the  intermediate  points  on  Route  7  and 
other  cities  beyond  Chicago  on  the  carrier’s  system.  The 
only  evidence  is  to  the  contrary.  The  schedules  submitted 
at  the  hearing  by  North  Central  to  show  how  it  could  op¬ 
erate  Route  7  do  not  show  a  single  through  one  plane  sched¬ 
ule  bg^ondChicago  (J.  A.  235).  North  Central’s  witness 
stated  onlvthat  the  schedule  pattern  which  the  carrier 
had  presented  would  “permit”  one  plane  service  and  em¬ 
phasized  that  they  were  designed  to  provide  local  service 
between  the  intermediate  points  on  Route  7  and  the  ter¬ 
minals  of  Chicago  and  Detroit  and  to  provide  good  con¬ 
nections  at  those  terminals  (J.  A.  95,  96).  In  speaking  of 
the  needs  of  the  intermediate  cities  on  Route  7  for  service 
west  of  Lake  Michigan,  the  North  Central  witness  merely 
stated  that  an  increase  in  such  traffic  would  result  “if  a 
useable  service  is  provided,  one  carrier  and  possibly  a  one 
plane  service.”  (Emphasis  supplied)  This  evidence 
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does  not  support  any  kind  of  a  finding  that  North  Central 
would,  if  certificated,  operate  through  one  plane  service 
between  the  points  involved.  Member  Adams  was  more 
than  justified  in  the  statement  in  his  dissenting  opinion 
on  this  point  that  the  Board  had  no  “real  assurance”  that 
even  one  through  schedule  would  be  operated  by  North 
Central  between  Route  7  cities  and  points  beyond  Chicago 
on  North  Central’s  system  (J.  A.  387). 

(2)  The  evidence  of  record  relating  to  the  origination 
and  destination  of  traffic  to  and  from  intermediate  points 
on  Route  7  clearly  showed  that  there  was  no  need  for  the 
one  plane  service  on  which  the  Board  relied,  and  that  even 
if  provided,  was  of  negligible  significance  as  a  factor  in 
determination  of  the  public  convenience  and  necessity.  The 
only  concrete  evidence  in  the  hearing  record  on  traffic  flow 
to  and  from  points  on  Route  7  was  contained  in  the  Board’s 
semi-annual  origin  and  destination  surveys  made  during 
March  and  September  each  year.  This  survey  showed 
that  during  a  two  week  period  in  September  1952,  the  latest 
period  for  which  traffic  figures  were  available  during  the 
hearing,  only  99  passengers  or  approximately  3  per  cent 
of  the  total  traffic  to  and  from  Route  7  intermediate  points 
moved  between  such  points  and  cities  on  North  Central’s 
system  beyond  Chicago  (J.  A.  228).  Moreover,  78  of  these 
passengers,  or  approximately  80  per  cent,  travelled  to  and 
from  Milwaukee  and  Minneapolis  for  which  there  was 
available  trunkline  connecting  service.  These  figures  were 
supported  by  the  testimony  of  the  representatives  of  the 
Route  7  intermediate  cities  which  showed  that  the  need  of 
such  cities  was  primarily  for  service  to  connect  with  trunk¬ 
line  flights  at  Detroit  for  eastern  seaboard  points  and  at 
Chicago  for  service  to  the  west  coast  and  the  southwest 
(J.  A.  35,  36,  46,  68,  76,  77).  Only  one  representative  of 
one  company  located  in  Kalamazoo  indicated  community 
of  interest  with  North  Central  points  beyond  Chicago  (J. 
A.  62).  North  Central  made  an  effort  to  get  around  this 
formidable  obstacle  by  analyzing  traffic  to  and  from  the 
Michigan  cities  of  Muskegon,  Lansing,  and  Grand  Rapids, 
not  on  Route  7,  to  points  west  of  Lake  Michigan,  which 
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they  said  amounted  to  approximately  16  per  cent  of  the 
traffic  of  those  cities  and  concluded  therefrom  that  the  3 
per  cent  figure  for  Route  7  cities  moving  to  points  west  of 
the  lake  would  increase  substantially  if  North  Central  op¬ 
erated  DC-3  service  between  the  Route  7  cities  to  the  con¬ 
necting  point  at  Chicago  in  preference  to  the  existing 
Convair  service  of  American  Airlines  (J.  A.  95,  227-229, 
313).  This  is,  of  course,  sheer  speculation.  The  only 
facts  in  the  record  are  that  (a)  traffic  between  intermediate 
Route  7  points  and  North  Central  cities  west  of  Chicago 
has  been  of  little  significance  and  (b)  the  cities  them¬ 
selves  were  primarily  interested  in  getting  good  and  fre¬ 
quent  connecting  service  at  Detroit  and  Chicago  to  cities 
not  on  North  Central’s  routes.  Moreover,  one  of  the  two 
active  participating  Route  7  cities  (Battle  Creek)  strongly 
opposed  the  substitution  of  any  local  air  service  for  Ameri¬ 
can  service  (J.  A.  33-36),  while  the  other  (Kalamazoo)  was 
principally  interested  in  getting  service  to  its  own  airport 
in  preference  to  being  served  by  American  through  Battle 
Creek’s  airport  (J.  A.  43-80). 

The  speculative  nature  of  the  alleged  comparison  was 
further  enhanced  by  the  fallacious  techniques  employed  in 
making  up  the  “across  the  lake”  traffic  figure  so  as  to  in¬ 
clude  everything  which  would  increase  the  figure  and  ex¬ 
clude  everything  which  would  decrease  it.  These  defects 
were  so  obvious  22  that  the  Board  was  unable  to  relv  on 


22  The  more  obvious  defects  in  the  North  Central  effort  to  create  traffic 
where  data  showed  none  existed  were  (a)  the  inclusion  in  the  1G  per  cent 
“ across  the  lake”  traffic  to  and  from  the  comparison  cities  of  Grand  Rapids, 
Muskegon,  and  Lancing  of  traffic  to  points  in  North  and  South  Dakota, 
Wyoming,  and  Canada  far  removed  from  North  Central’s  system;  (b)  the 
inclusion  of  Milwaukee  and  Minneapolis  traffic  from  the  comparison  cities 
(which  comprised  about  90%  of  such  traffic)  when  it  was  clear  that  Route  7 
traffic  to  Milwaukee  and  Minneapolis  would  be  more  directly  and  easily  served 
by  a  trunk  connection  with  either  Capital  Airlines  or  Northwest  Airlines 
than  by  a  local  service  haul  around  the  end  of  Lake  Michigan;  (c)  the  de¬ 
pendence  in  large  part  on  Muskegon  traffic  to  get  the  16  per  cent  compari¬ 
son  figure,  which  was  almost  three  times  Lansing  and  Grand  Rapids  traffic  in 
the  weighted  average,  since  Muskegon  is  more  disadvantageously  situated  than 
Route  7  cities  to  travel  around  the  end  of  Lake  Michigan;  (d)  the  exclusion 
of  Flint,  Saginaw-Bay  City,  and  Detroit  from  the  comparison  cities  when  the 
percentage  of  their  “across  the  lake”  traffic  is  less  than  half  of  the  16  per 
cent  figure  used  by  North  Central  even  counting  traffic  to  Milwaukee  and 
Minneapolis  and  which  is  less  than  1  per  cent  with  the  latter  not  counted. 
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North  Central’s  attempted  statistical  legerdemain  (J.  A. 
372).  Such  facts  clearly  did  not  support  the  likelihood  of 
or  a  need  for  one  plane  service  between  Route  7  points  and 
North  Central’s  points  west  of  Chicago  and  were  what  led 
Member  Adams  to  point  out  in  his  dissent  that  the  prob¬ 
abilities  were  against  such  service  (J.  A.  387).  An  agency’s 
findings  must  rest  on  real  probabilities  and  not  mere  pos¬ 
sibilities  or  conjectures.  Magnolia  Petroleum  Co.  v.  N.  L. 
R.  B.y  112  F.  2d  545,  54S  (C.  A.  5,  1940). 

Finally,  a  conclusion  that  there  was  a  need  for  a  local 
air  service  through  Chicago  was  diametrically  opposed  to 
the  Board’s  finding  in  the  Parks  Investigation  Case  (11 
C.  A.  B.  779,  791,  1950)  that  it  would  not  certificate  Lake 
Central  to  operate  routes  west  of  Chicago  because  “traffic 
from  local  points  on  each  side  of  Chicago  would,  as  ex¬ 
perience  shows,  tend  to  flow  to  Chicago,  but  not  beyond, 
on  the  feeder  system.”  (Emphasis  supplied)  23 

(3)  The  relative  significance  of  this  negligible  need  in 

the  selection  of  a  carrier  to  provide  air  service  over  Route 

7  is  further  reduced  by  the  evidence  of  record  as  to  the 

community  of  interest  between  Route  7  and  the  territory 
*  * 

served  by  Lake  Central.  Sixtv-three  percent  of  the  traffic 
of  the  cities  on  Route  7  not  already  served  by  one  of  the 

i  * 

applicants  travelled  to  and  from  cities  in  Lake  Central’s 
territory.24  Moreover,  the  undisputed  evidence  shows  a 
substantial  need  for  direct  air  service  between  Kokomo, 
Peru,  Logansport  and  Marion  area  in  Indiana  and  Detroit. 
This  area  is  served  by  Lake  Central’s  Route  88.  It  is  a 
heavily  industrialized  complex  and  the  site  of  the  Bunker 

2.'t  Tn  the  present  ease  the  Board  rejects  expcriev.ee  on  which  it  so  heavily 
relied  in  the  Parks  case  to  Lake  Central ’s  disadvantage. 

24  North  Central  in  an  effort  to  refute  these  facts  constructed  an  exhibit 
based  on  a  probing  of  the  passenger’s  mind  to  show  that  persons  travelling 
between  such  Route  7  points  and  cities  on  Lake  Central’s  system  would 
normally  use  some  other  carrier  (J.  A.  252).  This,  of  course,  misses  the  basic 
significance  of  the  community  of  interest  data,  i.c.,  the  ties  between  the  two 
areas  which  will  produce  ever  growing  traffic  between  them.  Moreover,;  such 
a  “reconstruction’’  is  of  little  value  as  it  is  entirely  subjective.  Thus,  Lake 
Central  produced  a  chart  of  its  own,  constructed  on  the  same  basis,  showing 
substantial  carriage  between  the  Route  7  points  and  cities  on  the  carrier’s 
system  (J.  A.  357,  358). 
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Hill  Air  Force  Base  (J.  A.  83,  84).  Traffic  between  the 
area  and  Detroit  must  now  go  to  South  Bend  for  a  con¬ 
necting  service  (J.  A.  81,  83,  296).  Such  a  connection 
would  still  be  required  by  the  transfer  of  Route  7  from 
American  to  North  Central.  The  evidence  shows  that  with 
such  connecting  service  it  takes  approximately  three  days 
for  a  person  to  travel  from  the  area  to  Detroit  and  back 
(J.  A.  152).  Such  evidence  based  on  a  survey  of  only  25 
industries  in  the  area,  which  covered  onlv  a  few  of  the 
industries  in  Kokomo,  shows  a  need  for  a  minimum  of  84 
to  128  round  trips  a  month  by  personnel'  of  these  indus¬ 
tries  to  Detroit  and  back  (J.  A.  150,  151).  To  this  there 
has  to  be  added  a  need  for  30  to  50  round  trips  a  month  by 
personnel  servicing  such  industries  (J.  A.  150).  This  alone 
means  a  minimum  need  of  four  to  six  daily  round  trips 
from  this  industrial  and  military  complex  to  Detroit  and 
back.  The  Board,  forced  by  these  uncontradicted  facts  to 
recognize  a  need  for  direct  service  between  the  Kokomo 
area  and  Detroit, did  so  (J.  A.  339).  It  then  tried  to  dispose 
of  it  by  the  statement  that  all  points  with  a  community  of 
interest  cannot  be  provided  one  plane  service  (J.  A.  339). 
As  a  generalized  statement  this  is,  of  course,  true.  As  ap¬ 
plied  to  the  particular  situation,  it  has  no  relevancy  what¬ 
soever  absent  a  showing  of  a  greater  need  somewhere  else 
for  such  service.  There  clearly  was  no  substantial  evi¬ 
dence  to  support  a  finding  of  such  greater  need. 

(4)  Even  if  there  should  develop  a  substantial  need  for 
improved  air  service  between  Route  7  intermediate  cities 
and  points  on  North  Central’s  system  west  of  Lake  Mich¬ 
igan,  it  could  be  better  supplied  by  certificating  Lake  Cen¬ 
tral  to  operate  over  Route  7  than  North  Central.  The  rec¬ 
ord  shows  that  the  bulk  of  any  traffic  from  Route  7  inter¬ 
mediate  cities  to  points  west  of  Lake  Michigan  on  North 
Central’s  route  would  be  to  Milwaukee,  Madison,  and  the 
Twin  Cities  (J.  A.  228).  North  Central  could  serve  such 
traffic  only  by  hauling  it  around  the  horn,  i.e.,  the  bottom 
of  Lake  Michigan.  Lake  Central,  if  certificated  over  Route 
7,  could  serve  it  by  carrying  the  traffic  to  Grand  Rapids 
(on  Lake  Central’s  route  46  miles  north  of  Kalamazoo) 
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and  putting  it  on  aircraft  operated  by  the  trunk  carrier 
Capital  Airlines  for  onward  carriage  to  the  named  points 
west  of  the  lake.  This  would  mean  a  savings  to  Kalamazoo, 
Battle  Creek  and  Jackson  passengers  of  50  to  100  miles  in 
travel  (J.  A.  430).  The  Board  itself  found  that  connecting 
service  was  adequate  for  the  Kokomo-Peru-Logansport- 
Marion  traffic  travelling  to  and  from  Detroit  (J.  A.  372). 
In  addition,  it  substituted  connecting  service  at  Detroit 
for  one  plane  service  through  that  point  for  the  self  same 
Route  7  cities  when  it  suspended  the  American  operation. 
It  is  therefore  obvious  that  one  plane  service  is  important 
only  if  other  factors  are  equal,  and  they  are  not  equal,  here. 
Not  only  would  it  be  a  longer  haul  for  the  passengers  in¬ 
volved  on  North  Central,  but  it  would  involve  the  addi¬ 
tional  take-offs  and  landings  of  a  local  service  carrier,  and 
with  a  long  layover  on  the  ground  at  the  major  terminal 
of  Chicago.  Tn  bad  weather  the  passengers  involved  would 
be  hours  getting  in  and  out  of  Chicago.  Tn  terms  of  speed, 
comfort,  and  safety,  the  Route  7  passengers  who  need 
service  west  of  Lake  Michigan  would  obviously  receive 
better  service  via  Lake  Central  and  Capitol.  This  conclu¬ 
sion  is  further  supported  by  the  testimony  of  Mr.  Francis 
Higgins,  president  of  North  Central  for  six  years  until 
1951,  that  the  trunkline  service  of  Capital  and  Northwest 
between  Detroit,  Milwaukee,  and  the  Twin  Cities  drove  a 
“wedge”  through  North  Central  territory,  making  Mil¬ 
waukee  the  logical  gateway  for  traffic  to  and  from  the  North 
Central  area  involved  (J.  A.  143). 

(5)  Finally,  the  Board  displayed  no  reluctance  in  ending 
American’s  existing  through  one  plane  service  from  points 
east  of  Detroit  to  the  intermediate  points  on  Route  7 
(J.  A.  334)  and  substituting  therefor  a  connecting  air 
service  at  Detroit.  This,  of  course,  was  justified  because 

I 

of  the  local  service  characteristics  of  the  route.  However, 
if  those  local  service  characteristics  validate  a  finding  that 
the  public  convenience  and  necessity  requires  suspension 
of  an  existing  through  one  plane  service  at  one  end  of 
Route  7,  then  it  is  obvious,  we  believe,  that  such  charac¬ 
teristics  cannot  be  ignored  when  the  issue  of  a  selection  of 
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a  carrier  to  operate  the  new  service  is  to  be  decided  in 
favor  of  an  alleged  need  for  one  plane  service  at  the  other 
end  of  the  route. 

2.  Cost  to  the  Federal  Government 

One  of  the  factors  considered  by  the  Board  as  bearing  on 
the  selection  of  a  carrier  to  operate  local  service  over 
Route  7  was  the  cost  of  such  a  service  to  the  Federal  Gov¬ 
ernment.  This  factor  involved  two  separate  items  of  con¬ 
sideration.  These  were  (a)  what  would  be  the  direct 
cost  to  the  Federal  Government  in  mail  subsidy  for  the 
operation  of  Route  7 ;  and  (b)  what  would  be  the  effect  of 
sucli  an  operation  upon  the  total  subsidy  picture  of  each 
of  the  local  carrier  applicants.  Their  treatment  by  the 
Board  is  discussed  separately  below: 

a.  Direct  Subsidy  Cost  of  a  Local  Air  Service  Opera- 
tiox  Over  Route  7. 

The  Board’s  economic  staff  in  its  Bureau  of  Air  Oper¬ 
ations  concluded  that  Lake  Central  could  provide  local  air 
service  over  Route  7  at  a  direct  subsidy  cost  of  $163,858, 
as  against  a  subsidy  cost  of  $193,055  for  North  Central 
(J.A.  ).  This  conclusion  was  supported  in  the  hearing 
by  detailed  exhibits  and  analysis  of  the  economic  factors 
involved. 

The  examiner  in  his  initial  decision  made  inconclusive 
findings  on  the  issue  of  whether  Lake  Central  or  North 
Central  could  operate  Route  7  at  the  least  cost  to  the  Fed¬ 
eral  Government  in  terms  of  direct  air  mail  subsidy.  At 
one  point  in  his  conclusions  the  examiner  found  that 
“North  Central  could  operate  the  proposed  route  at  the 
least  cost  to  the  applicant  and  the  Government”  (J.  A. 
338).  Subsequently,  in  his  conclusions  the  examiner  found 
that  “although  North  Central’s  estimates  are  rather 
optimistic  there  is  no  reason  why,  based  upon  compara¬ 
tive  operating  costs,  it  cannot  provide  two  round  trip 
schedules  daily,  with  operating  costs  as  low  as  Ozark  or 
Lake  Central/ ’  (J.  A.  340)  In  its  original  opinion  the 
Board  referred  to  data  regarding  costs  of  North  Central 
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and  Lake  Central  and  confirmed  the  soundness  of  the  ex¬ 
aminer’s  conclusions  relative  to  costs  without  noting  or 
clarifying  the  obvious  discrepancy  in  the  findings  (J.  A. 
370).  In  its  supplemental  opinion  the  agency  still  did  not 
correct  the  error,  though  it  then  stated  that  the  original 
decision  was  based  in  part  on  the  fact  that  North  Central’s 
operation  would  entail  less  cost  to  the  Government  (J.  A. 
475). 

The  evidence  on  which  the  examiner’s  inconclusive  find¬ 
ing  was  predicated  was  data  showing  that  Lake  Central’s 
total  operating  expenses  per  revenue  plane  mile  over  its 
entire  system  for  the  twelve  month  period  ending  June 
30,  1953,  were  135.34  cents,  whereas  North  Central’s  op¬ 
erating  expenses  per  revenue  plane  mile  over  its  system 
were  115.79  cents  (J.  A.  375).  The  examiner’s  conclusions 
contained  no  reference  to  the  estimates  of  the  Board’s 
Bureau  of  Air  Operations  showing  that  Lake  Central  could 
operate  Route  7  at  a  smaller  break-even  subsidy  need  than 
North  Central,  supra,  page  28.  The  examiner’s  method 
of  dealing  with  the  Bureau’s  carefully  prepared  studies 
which  contradicted  his  finding  was  to  ignore  it.  The  Board 
could  do  no  better  in  its  original  opinion  since  it  accepted 
the  finding  without  making  any  analysis  of  the  Bureau  of 
Air  Operation’s  conclusions  to  demonstrate  wherein  they 
were  wrong  (J.  A.  370).  This  was  particularly  strange 
in  light  of  the  fact  that  the  basis  of  the  Bureau’s  costing 
analysis  had  been  developed  over  a  long  period  and  repeat¬ 
edly  accepted  by  the  Board  in  prior  local  service  cases. 
Wisconsin-  Central  Renewal  Case,  Order  No.  E-5951,  dated 
December  13,  1951 ;  All  American  Certificate  Reneical  Case, 
Order  No.  E-7294,  dated  April  10,  1953;  Service  to  Fargo, 
North  Dakota  Case,  Order  No.  E-7547,  dated  July  10,  1953; 
Service  to  Fayetteville,  Arkansas  Case,  Order  No.  E-8544, 
dated  August  6,  1954;  Route  No.  106  Renewal  Case,  Order 
No.  E-8841,  dated  December  22,  1954.  In  its  supplemental 
opinion  the  Board  conceded  it  had  used  such  estimates 
before  but  stated  they  were  rejected  in  this  case  for  the 
following  reasons:  (J.  A.  474) 
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(1)  The  Board  stated  that  the  unreliability  of  the  Bu¬ 
reau’s  estimates  was  “clearly  demonstrable”  because  of 
the  “wide  disparity”  between  the  Bureau’s  estimates  of 
North  Central’s  cost  of  operating  Route  7  and  that  car¬ 
rier’s  experienced  costs  over  its  own  routes  (J.  A.  474, 
475).  The  evidence  cited  by  the  Board  to  support  this  al¬ 
leged  “wide  disparity”  is  the  difference  between  the  Bu¬ 
reau’s  estimate  of  $1.41  per  plane  mile  for  North  Central 
to  operate  Route  7  and  that  carrier’s  reported  cost  of  $1.08 
per  plane  mile  over  its  system  during  1954.  Most  of  this 
difference,  the  Board  states,  stems  from  the  Bureau’s 
treatment  of  ground  and  indirect  expenses  and  it  is  here, 
declares  the  Board,  “that  the  inadequacy  of  the  Bureau’s 
estimates  becomes  apparent”.  In  support  of  this  cate¬ 
gorical  conclusion  the  Board  states  that  the  Bureau  esti¬ 
mated  North  Central’s  ground  and  indirect  expenses  in  op¬ 
erating  Route  7  at  79.27  cents  in  contrast  to  North  Central’s 
experienced  cost  of  53.51  cents  in  1954.  The  Board  con¬ 
cludes  that  “clearly  it  is  unreasonable  to  expect  North 
Central’s  Ground  and  Indirect  Expense  to  be  some  48  per 
cent  greater  on  the  new  segment  than  on  its  present  sys¬ 
tem”  (J.  A.  475). 

The  Board  reached  this  conclusion  by  resort  to  a  well 
worn  and  erroneous  statistical  device.  It  compared  North 
Central’s  1954  experienced  operating  figures  with  the  Bu¬ 
reau’s  estimate  calculated  in  1954  on  the  basis  of  North 
Central’s  1953  experience  (J.  A.  281,  282).  Such  an  at¬ 
tempted  comparison  of  the  non-comparable  is  obviously  in 
error.  In  order  to  determine  what  the  difference  between 
the  Bureau’s  estimate  and  North  Central’s  experience  ac¬ 
tually  is,  it  would  be  necessary  to  compare  the  estimate  with 
experience  figures  for  the  same  year  on  which  the  estimate 
was  based.  Using  the  Bureau’s  estimate  in  the  record 
based  on  1953  figures  and  comparing  it  with  North  Cen¬ 
tral’s  1953  experience,  we  find  that  instead  of  the  difference 
on  ground  and  indirect  expense  being  48  per  cent,  it  is 
about  half  that  or  26  per  cent  (77  against  61.09)  23  This 

23 Board’s  Compn rative  Selected  Data  for  Local  Service  Carirers,  12  months 
ending  June  30,  1953  (J.  A.  260). 
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kind  of  statistical  error  hardly  instills  confidence  in  the 
alleged  expertise  of  the  agency  or  in  the  validity  of  any  of 
the  other  avenues  taken  by  it  to  reach  the  results  under 
review. 

With  the  correct  figures  at  hand,  the  complete  reliability 
of  the  Bureau’s  estimate  becomes  apparent. 

The  Bureau  explained  in  Exhibit  BC-4  the  basis  of  its 
computation  of  operating  results  to  be  anticipated  by  each 
of  the  applicants  over  Route  7  (J.  A.  268).  This  computa¬ 
tion  involved  a  careful  statistical  analysis  of  the  experience 
of  each  of  the  applicants  and  of  the  entire  local  service 
industry  with  respect  to  every  major  item  affecting  op¬ 
erating  results  (J.  A.  269-274,  277-284).  During  the  hear¬ 
ing  North  Central  made  no  serious  effort  to  refute  the 
Bureau’s  computations.  Its  only  evidence  on  this  score 
was  a  statement  by  one  of  its  witnesses  to  the  effect  that 
since  the  total  direct  and  indirect  costs  per  plane-mile 
submitted  by  the  Bureau  for  the  three  applicants  were 
higher  than  the  experienced  costs  of  the  applicants  over 
their  existing  routes  the  estimates  must  be  erroneous  (J.  A. 
101).  The  Bureau’s  witness  rebutted  this  conclusion  with 
testimony  and  a  supporting  exhibit  (J.  A.  147,  148,,  290) 
which  showed  that  interstation  mileages  on  Route  7  were 
about  40  per  cent  less  than  on  North  Central’s  existing 
route,  which  raised  both  flying  costs  and  station  costs:  per 
route  and  per  plane  mile. 

Exhibit  BRC-19  to  which  the  Bureau  witness  referred 
showed  that  the  distance  between  stations  on  Route  7  was 
46.4  miles  as  against  77.7  miles  in  North  Central’s  exist¬ 
ing  system  (290).  In  a  year’s  time  this  means  in  excess 
of  2,000  more  take-offs  and  landings  on  the  basis  of  two 
flights  a  day  over  the  number  experienced  by  North  Cen¬ 
tral  in  flying  an  equivalent  number  of  miles  over  its  exist¬ 
ing  routes. 

The  Bureau  also  pointed  out  that  the  conservative  nature 
of  its  estimates  was  shown  by  the  fact  that  the  Bureau 
estimated  North  Central’s  ton  mile  costs  in  operating  Route 
7  as  substantially  lower  than  North  Central’s  experienced 
ton  mile  costs  on  its  existing  system.  Again  the  answer 
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lay  in  the  difference  in  the  characteristics  of  Route  7  as 
compared  with  North  Central’s  existing  routes.  The  latter 
is  a  high  density  route  with  heavier  traffic  per  plane  mile, 
resulting  in  more  ton-miles  of  revenue  load  per  plane  mile 
operated  and  a  consequent  reduction  in  ton-mile  costs  ( J.  A. 
290).  The  Board  did  not  mention  this  aspect  of  the  Bu¬ 
reau  estimates. 

(2)  The  Board  states  that  the  Bureau  “appears  to  have 
ignored  the  fact”  that  as  the  operations  of  North  Central 
and  Lake  Central  expanded  in  1953  and  1954,  the  former 
achieved  significant  reductions  in  ground  and  indirect  ex¬ 
penses  per  revneue  plane  mile,  whereas  Lake  Central 
showed  no  material  improvement  in  this  regard  (J.  A. 
475).  This  statement  is  in  error. 

First,  the  Bureau  could  not  have  “ignored”  North  Cen¬ 
tral’s  1954  operating  results  in  making  its  estimates.  Those 
estimates  were  dated  June  25,  1954,  and  were  based  on  the 
figures  then  available  for  1953  (J.  A.  260,  292).  To  make 
the  statement  the  Bureau  ignored  the  1954  results  clearly 
implies  they  were  available  to  the  Bureau  and  it  chose 
not  to  use  them.  The  facts  speak  for  themselves. 

Second,  the  Board’s  Comparative  Selected  Data  for 
Local  Service  Carriers  shows  that  Lake  Central’s  ground 
and  indirect  expenses  went  down  .just  as  fast  as  North  Cen¬ 
tral’s  during  the  period  in  1953  and  1954  when  its  route 
system  was  expanding  and  its  total  costs  went  down  faster. 
Such  expansion  did  not  get  under  way  for  Lake  Central 
until  near  the  end  of  the  first  half  of  1953.  This  is  shown 
by  the  fact  that  at  the  end  of  1952  the  carrier’s  weighted 
average  route  miles  were  667,  while  on  June  30,  1953 
they  were  only  720.  At  the  end  of  1953  this  average  was 
909,  and  at  the  end  of  1954  it  was  1,083.  Thus,  the  expan¬ 
sion  basically  took  place  in  the  18  month  period  between 
June  1953  and  December  1954.  During  this  period  Lake 
Central’s  ground  and  indirect  expenses  per  revenue  plane 
mile  dropped  approximately  12  per  cent  as  did  North  Cen¬ 
tral’s.  Lake  Central’s  total  costs  during  the  period 
dropped  9  per  cent  as  against  7  per  cent  for  North  Central 
(J.  A.  260,  4S6-488). 
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(3)  The  Board  states  a  belief  that  the  Bureau  had  not 
given  sufficient  weight  to  the  fact  Route  7  would  integrate 
so  well  with  North  Central’s  existing  system  as  to  enable 
sufficient  economies  to  result  (J.A.  475).  To  the  contrary, 
the  Bureau  had  carefully  considered  this  factor  and  had 
concluded  that  Route  7  would  integrate  better  with  Lake 
Central’s  system  than  with  North  Central’s  (J.A.  355). 
Insofar  as  this  statement  of  the  Board  may  have  refer¬ 
ence  to  traffic  integration,  it  has  already  been  demon¬ 
strated  that  the  Board’s  conclusion  is  without  substantial 
support  in  the  record.  Supra,  pages  20-27.  If  the  state¬ 
ment  is  based  upon  alleged  economies  flowing  out  of  bet¬ 
ter  utilization  of  equipment,  it  is  equally  without  merit. 
The  examiner  made  a  finding  that  the  certification  of 
North  Central  would  result  in  improved  operational  effi¬ 
ciency  and  a  lowering  of  system  costs  (J.A.  340).  How¬ 
ever,  the  Bureau  had  pointed  out  that  the  certification 
of  Lake  Central  over  the  route  would  have  a  greater 
effect  upon  the  unit  costs  of  Lake  Central  than  North 
Central  because  of  the  former  carrier’s  shorter  route 
system  and  this  fact  has  not  been  disputed  by  any  Board 
finding.  Indeed,  the  Board  stated  flatly  that  it  agreed 
that  Lake  Central  would  benefit  the  most  from  the  route 
(J.A.  374). 

b.  Effect  of  a  Route  7  operation  upon  North  Central 
and  Lake  Central. 

An  analysis  of  the  costs  of  operating  Route  7  which 
confined  itself  to  that  segment  alone  and  ignored  the 
effect  of  a  certification  upon  the  whole  system  of  a  carrier 
would  indeed  be  mistaking  the  trees  for  the  forest.  That 
was  why  the  Bureau  of  Air  Operations  believed  that, 
although  Lake  Central  could  operate  the  Route  7  more 
cheaply  than  North  Central,  this  should  not  be  a  con¬ 
trolling  factor  in  the  situation  (J.A.  355).  Of  more  im¬ 
portance  was  the  effect  of  a  certification  over  Route  7 
upon  the  total  operations  of  the  certificated  carrier.  The 
total  route  mileage  of  Lake  Central  in  operation  was 
only  1,084  miles  as  against  2,024  miles  for  North  Central 
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(Tr.  1131,  1132). 26  Consequently,  the  certification  of  Lake 
Central  would  have  a  substantially  greater  effect  upon 
that  carrier’s  unit  costs  and  its  overall  subsidy  need 
than  would  the  certification  of  North  Central.  For  this 
reason,  one  of  the  principal  bases  of  the  Bureau’s 
position  that  Lake  Central  should  be  certificated  to  serve 
Route  7  was  the  benefits  flowing  to  Lake  Central  in 
comparison  to  North  Central.  On  this  point  the  Bureau 
stated  (J.A.  356) : 

“Whichever  local  service  carrier  may  be  certificated 
to  serve  the  segment  in  issue  would  be  benefited  in 
that  its  unit  costs  would  tend  to  be  lowered.  Lake 
Central,  which  has  the  lowest  route  mileage  of  the 
three  local  service  applicants,  would  derive  the  great¬ 
est  benefits  from  the  extension,  since,  as  indicated  in 
Brief  to  the  Examiner,  Lake  Central’s  ratio  of  break¬ 
even  need  to  commercial  revenue  would  be  decreased 
by  27%  if  awarded  the  segment.  The  same  ratio  for 
Ozark  and  North  Central  would  be  decreased  11% 
and  6%  respectively.  Lake  Central  could  provide 
the  service  for  a  ratio  of  breakeven  need  to  commer¬ 
cial  revenue  of  0.58  as  compared  with  0.63  for  North 
Central  and  0.66  for  Ozark.” 

The  Board  accepted  this  conclusion,  stating  that  “if  the 
selection  of  carrier  in  this  case  were  to  turn  upon  the 
carrier’s  needs  alone,  we  would  agree  with  Bureau  Coun¬ 
sel’s  contention  that  Lake  Central  would  benefit  most 
from  the  route.”  (J.A.  374)  This  benefit  is  no  “private” 
benefit  to  the  carrier  and  its  stockholders.  It  is  a  benefit 
which  would  inure  to  the  public  in  the  most  direct  manner. 
Yet  the  Board  found  that  the  operation  of  Route  7  by 
North  Central  would  “cost”  the  government  less  than  if 
operated  by  Lake  Central. 

3.  Promptness  in  Inaugurating  Local  Air  Service  Over  Route  7. 

The  Board  found  both  Lake  Central  and  North  Central 
fit,  willing,  and  able  to  render  local  air  service  over  Route 
7  (J.A.  337,  369).  It  further  found  that  while  the  evidence 

26  Not  all  certificated  mileage  of  any  carrier  is  in  operation  at  any  one  time 
because  of  local  airport  conditions. 
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“does  not  indicate  that  any  of  the  applicants  are  in 
enviable  positions  in  respect  to  their  working  capital, 
the  fact  remains  that  they  have  been  operating  over  their 
respective  systems  and  there  is  no  reason  to  believe, 
based  upon  the  existing  record,  that  either  of  them  could 
not  institute  the  proposed  service  if  it  should  be  selected 
to  do  so  by  the  Board.”  (J.A.  337,  368)  However,  the 
Board  finally  concluded  that  North  Central  could  in¬ 
augurate  the  service  more  promptly  than  could  Lake 
Central  in  view  of  the  latter’s  minus  net  worth  (J.A. 
339,  368,  369). 

In  the  hearing  Lake  Central  estimated  it  would  re¬ 
quire  approximately  $84,000  in  additional  capital  to  in¬ 
augurate  service  over  Route  7  and  that  it  could  obtain 
loans  from  the  Merchants  National  Bank  and  Trust  Com¬ 
pany  of  Indianapolis,  with  which  it  regularly  did  business 
for  the  required  amount  at  low  rates  (J.A.  188).  The  car¬ 
rier’s  evidence  showed  that  it  had  had  a  loan  from  that 
bank  as  high  as  $249,000  secured  by  7  DC-3  aircraft.  By 
September  30,  1954  the  loan  would  be  down  to  $170,000, 
so  that  Lake  Central  would  have  sufficient  leeway  to 
borrow  the  additional  cash  needed  to  purchase  an  eighth 
DC-3.  It  would  be  able  to  borrow  up  to  $50,000  on  the 
additional  aircraft  which  would  give  the  carrier  $109,400, 
or  more  than  enough  immediate  cash  for  the  required 
capital  outlay  (J.A.  188,  189).  The  Board  found  that 
Lake  Central  was  fit,  willing,  and  able  to  inaugurate  and 
provide  service  over  Route  7,  which  necessarily  carried 
with  it  an  acceptance  of  the  carrier’s  financial  plans, 
particularly  since  there  was  no  rejection  of  those  plans 
(J.A.  337,  369).  The  Board’s  conclusion  that  Lake  Cen¬ 
tral’s  “relative  weakness”  in  its  working  capital  picture 
in  relation  to  North  Central  would  interfere  with  the 
former  starting  Route  7  service  as  promptly  as  the  latter 
is  irrelevant  under  such  circumstances  since  the  carrier 
would  have  available  the  necessary  credit  to  start  the 
operation,  which  was  also  the  basis  of  North  Central’s 
financial  fitness.  Moreover,  the  authority  granted  by 
the  Board  over  Route  7  was  not  to  take  effect  until  60 
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days  after  the  agency’s  order  (J.A.  394),  and  there  was 
not  one  scintilla  of  evidence  to  support  a  suggestion,  and 
the  Board  made  none,  that  Lake  Central  would  be  unable 
to  translate  its  substantial  credit  commitment  into  cash 
within  that  60  day  period. 

Finally,  the  Board  made  no  mention  of  Lake  Central’s 
performance  record  in  inaugurating  routes  granted  in 
the  Reopened  Indiana-Ohio  Local  Service  Case  (Order 
No.  E-7054,  dated  December  30,  1952).  In  that  case  Lake 
Central  was  certificated  to  operate  additional  routes  in 
Ohio  and  Indiana  with  substantially  greater  mileage  than 
Route  7  and  with  twice  as  many  new  stations  to  be  set 
up.  It  was  there  contended  that  the  existence  of  a  sub¬ 
stantial  negative  working  capital  position  less  favorable 
than  in  the  present  case  prevented  Lake  Central  from  put¬ 
ting  the  route  into  operation.  The  Board  rejected  this 
argument,  finding: 

“A  measure  of  our  confidence  in  the  carrier’s 
ability  to  finance  its  operations  is  derived  from  the 
exceptional  caliber  of  its  Board  of  Directors  and 
their  collective  experience  and  ability  in  financial 
matters.” 

This  conclusion  was  proved  correct  when  Lake  Central 
put  into  operation  in  1953  the  new  route  doubling  its 
route  mileage  and  almost  doubling  the  number  of  stations 
served  within  45  days  after  the  Board  action  awarding 
the  route  became  effective  (J.A.  389).  Again  in  1954, 
after  the  hearing  in  the  present  proceeding,  Lake  Central 
inaugurated  service  on  its  new  segment  7  between  Indian¬ 
apolis  and  Chicago  within  less  than  45  days  after  the 
effective  date  of  the  Board’s  award.  (J.A.  389). 

This  record  of  performance,  coupled  with  the  60  day 
delay  provided  by  the  Board  before  any  carrier  could 
inaugurate  service  over  Route  7,  and  further  coupled 
with  the  clear  evidence  of  Lake  Central’s  ability  to  acquire 
the  needed  capital,  renders  completely  meaningless  the 
Board’s  conclusion  that  the  carrier’s  working  capital 
position  could  delay  local  air  service  over  Route  7. 

The  Board  also  found  that  North  Central’s  existing 
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operations  gave  that  carrier  an  advantage  in  ability  to 
promptly  inaugurate  local  air  service  over  Route  7 
because  it  was  already  established  at  Detroit  and  Chicago, 
while  Lake  Central  was  not  established  at  Detroit  and 
its  facilities  at  Chicago  were  inferior  to  North  Central \s 
since  Lake  Central  has  no  facilities  of  its  own  at  that 
point  (J.A.  370). 

The  Board  was  plainly  wrong  on  its  conclusion  that 
Lake  Central  had  no  facilities  of  its  own  at  Chicago. 
It  had  accepted  North  Central’s  statement  to  that  effect 
without  taking  the  time  or  trouble  to  examine  the  facts. 
In  its  supplemental  opinion  the  agency  somewhat  grudg¬ 
ingly  conceded  its  error  with  the  statement  that  (J.A. 
476): 

“Lake  Central  asserts  that,  contrary  to  a  statement 
in  our  original  opinion,  Northwest  Airlines  does 
not  handle  its  operations  at  Chicago.  We  find  that 
such  contention  has  merit  and  that  the  statement 
in  our  opinion  was  incorrect.” 

This  concession  removed  the  cornerstone  of  the  Board 
argument.  True  enough,  the  Board  said,  this  error  did 
not  “materially  affect”  the  finding  (J.A.  476).  However, 
the  Board  was  then  left  with  a  situation  in  which,,  in 
order  for  North  Central  to  inaugurate  service  over  the 
route,  it  was  necessary  for  that  carrier  to  acquire  facil¬ 
ities  at  four  points  on  the  route — South  Bend,  Kalamazoo, 
Battle  Creek,  and  Jackson — while  it  was  necessary  for 
Lake  Central  as  a  condition  precedent  to  acquire  facilities 
at  only  three  points — Battle  Creek,  Jackson,  and  Willow 
Run  Airport  (Detroit).  It  is  difficult  to  perceive  wherein 
there  lay  any  advantage  to  North  Central  in  this  situa¬ 
tion  in  terms  of  time  involved  in  the  inauguration  of 
service.  This  is  particularly  so  when  we  consider  that 
the  Board  gave  any  carrier  inaugurating  service  over 
Route  7  a  minimum  of  60  days  to  acquire  the  necessary 
facilities,  and  wffien  the  record  showed  that  Lake  Central 
during  1953  and  1954  had  been  able  to  install  facilities 
at  10  new  points  and  inaugurate  service  within  45  days 
of  the  effective  date  of  authorization. 
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Under  the  circumstances,  Member  Adams’  statement 
in  his  dissent  that  the  promptness  of  service  inauguration 
argument  “is  a  wholly  invalid  reason  for  selecting  North 
Central  over  Lake  Central”  is  a  model  of  restraint  (J.A. 
389). 

B.  THE  BOARD'S  FINDINGS  ARE  INSUFFICIENT  TO  SUPPORT  THE  CONCLUSION 
THAT  THE  PUBLIC  CONVENIENCE  AND  NECESSITY  REQUIRED  THE 
SELECTION  OF  NORTH  CENTRAL  TO  OPERATE  ROUTE  7. 

Section  1005(f)  of  the  Civil  Aeronautics  Act  (40  U.S.C. 
1005(f))  requires  that  every  order  of  the  Board  shall  set 
forth  the  findings  of  fact  upon  which  it  is  based.  Section 
8(b)  of  the  Administrative  Procedure  Act  (5  U.S.C. 
1007(b))  requires  the  Board  to  rule  upon  each  exception 
to  an  examiner’s  report  presented  and  that  the  agency’s 
decision  include  a  statement  of  findings  and  conclusions, 
as  well  as  the  reasons  or  basis  therefor,  upon  all  material 
issues  of  fact  or  law  presented  on  the  record. 

In  the  present  case  the  Board  made  three  primary 
findings  of  fact  upon  which  it  purported  to  base  its  con¬ 
clusions  as  to  the  requirements  of  the  public  convenience 
and  necessity.  It  is  not  enough,  however,  for  the  Board  to 
simply  say  that  those  primary  facts  are  so.  They  must 
be  supported  by  sufficient  analysis  and  findings  to  make 
amply  clear  the  factual  and  policy  basis  of  the  agency’s 
action.  This  does  not  mean,  of  course,  that  there  must 
be  detailed  findings  of  every  subsidiary  evidentiary  fact, 
but  it  does  mean  that  the  Board  must  find  the  basic  or 
underlying  facts,  American  Broadcasting  Company  v. 
Federal  Communications  Commission,  85  App.  D.C.  343, 
179  F.  2d  437  (1949)  and  that  there  be  no  omissions  which 
are  prejudicial  to  a  complainant.  State  (Corporation  Com¬ 
mission  of  Kansas  v.  Federal  Power  Commission,  206 
F.  2d  690,  722,  723  (C.A.  8,  1953),  cert  den.  346  U.S.  922, 
rehearing  den.  347  U.  S.  1022.  Lake  Central  believes 
that  the  Board’s  findings  here  involved  fail  to  meet  this 
standard,  particularly  in  that  there  are  significant  omis¬ 
sions  highly  prejudicial  to  the  position  of  the  carrier. 
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1.  Integration  of  Routes 

The  Board  based  its  finding  that  Route  7  would  inte¬ 
grate  into  North  Central’s  existing  system  better  than 
into  Lake  Central’s  existing  system  on  the  ground  that 
the  former  carrier  could  provide  one  plane  service  be¬ 
tween  intermediate  cities  on  the  route  and  North  Central’s 
cities  west  of  Lake  Michigan.  The  Board  made  no  finding 
that  North  Central  would  provide  such  service;  it  avoided 
analysis  and  finding  on  the  validity  of  North  Central’s 
exhibits  designed  to  show  an  alleged  future  need  for  such 
service  in  spite  of  the  evidence  of  record  clearly  showing 
no  presently  existing  need;  it  avoided  an  analysis  and 
finding  on  the  evidence  that,  even  assuming  a  need  for 
through  service  between  Route  7  points  and  cities  on 
North  Central’s  route  west  of  Lake  Michigan,  such  service 
best  could  be  provided  by  certification  of  Lake  Central 
making  available  trunkline  connecting  service  at  Grand 
Rapids;  the  Board  gave  no  explanation  as  to  why  it  could 
dispense  with  American’s  existing  through  service  at 
Detroit  because  of  the  local  service  characteristics;  of 
Route  7  and  at  the  same  time  base  its  choice  of  North 
Central  upon  an  alleged  need  for  through  service.  All 
of  these  matters  had  a  significant  bearing  on  the  Board’s 
conclusions  with  respect  to  integration  of  Route  7  into 
North  Central’s  existing  system.  If  the  Board  was  to 
base  its  integration  findings  on  one  plane  service  be¬ 
tween  the  intermediate  points  on  Route  7  and  points  on 
North  Central’s  system,  there  had  to  be  some  substantive 
findings  to  support  the  alleged  reason.  State  Corpora¬ 
tion  Commission  of  Kansas  v.  Federal  Power  Commission , 
206  F.  2d  690,  722  (1953)  where  the  Eighth  Circuit  states, 
quoting  from  Federal  Power  Commission  v.  Hope  Natural 
Gas  Company,  320  U.  S.  645 : 

“If  we  are  to  hold  that  a  given  rate  is  reasonable 
just  because  the  Commission  has  said  it  was  rea¬ 
sonable,  review  becomes  a  costly,  time-consuming 
pageant  of  no  practical  value  to  anyone.” 
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2.  Cost  of  Operating  Route  7 

The  Board’s  Bureau  of  Air  Operations  had  estimated 
that  Lake  Central  would  operate  the  segment  at  least 
cost  to  the  Federal  Government,  supra  p.  28.  The  Board 
repudiated  this  estimate  in  its  original  opinion  without 
discussion  in  spite  of  the  fact  that  the  costing  procedures 
involved  "were  consistently  used  by  the  Bureau  and  ac¬ 
cepted  in  numerous  other  cases  by  the  Board,  supra ,  page 
29.  In  addition,  there  was  testimony  in  the  record 
to  support  the  estimate  and  no  attempt  was  made  to 
analyze  this  testimony.  In  its  supplemental  opinion,  the 
Board  made  an  effort  to  support  its  treatment  of  its 
own  experts  (J.A.  474,  475).  The  principal  finding  here, 
however,  as  in  every  major  supporting  finding  in  this  case, 
boils  down  to  a  flat  unsupported  statement  by  the  Board 
of  the  type  rejected  in  State  Corporation  Commission  of 
Kansas  v.  Federal  Power  Commission  and  Federal  Power 
Commission  v.  Hope  Natural  Gas  Company  cases  cited 
above,  supra,  page  39,  that  the  agency  is  correct.  In 
this  instance  the  Board  says  it  is  correct  because  of  the 
“disparity”  between  North  Central’s  experienced  costs 
over  other  different  routes  and  the  Bureau’s  estimate  of 
the  carrier’s  costs  over  Route  7  (J.A.  475).  There  has 
been  demonstrated  above,  supra,  page  30,  the  errors 
in  this  conclusion  and  the  lack  of  evidence  to  support  it. 
Aside  from  these  errors,  there  was  no  effort  by  the  Board 
to  show  why  the  alleged  disparity  made  the  Bureau’s 
estimate  invalid. 

Of  even  greater  significance  was  the  Board’s  treat¬ 
ment  of  the  obvious  fact  brought  out  by  the  Bureau  of 
Air  Operations  that  the  certification  of  Lake  Central 
would  result  in  a  more  substantial  lowering  of  costs  for 
the  carrier’s  system  as  a  whole  than  for  North  Central, 
supra,  page  33.  The  Board  concedes  that  if  the  strength¬ 
ening  of  Lake  Central  alone  were  the  test,  then  it  would 
certificate  that  carrier  over  Route  7  (J.A.  374).  This 
conclusion  was  placed  in  the  middle  of  a  general  reference 
to  other  public  benefits  and  an  effort  was  made  to  dismiss 
it  by  a  vague  balancing  with  such  alleged  benefits  (J.A. 
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374,  375).  However,  this  one  fact  alone  invalidates  the 
Board’s  conclusion  as  to  the  financial  effect  of  the  opera¬ 
tion  of  Route  7  upon  the  Federal  Government,  one  of  the 
three  major  premises  of  the  Board’s  decision,  and  requires 
a  remand  of  the  case. 


3.  Promptness  in  Inaugurating  Service 

Once  again  we  are  faced  with  general  unsupported  con¬ 
clusions  of  the  Board.  The  Board  stated  that  Lake 
Central’s  working  capital  position  w^ould  place  it  at  a 
disadvantage  in  the  prompt  inauguration  of  local  air 
service  (J.A.  369).  This  conclusion  followed  immediately 
after  a  finding  that  Lake  Central  was  financially  fit  to 
operate  the  service.  Such  finding  necessarily  carried 
with  it  acceptance  of  the  carrier’s  financial  plans.  The 
opinion  contains  not  one  word  of  explanation  of  how  a 
carrier,  which  has  available  credit  resources  necessary  to 
operate  the  route,  is  going  to  be  impeded  in  that  act  by 
its  working  capital  position.  Nor  does  the  opinion  con¬ 
tain  a  single  reference  to  Lake  Central’s  recent  past 
history  in  promptly  inaugurating  service  over  new  routes 
and  the  reason  why,  if  any,  that  history  would  not  be 
here  repeated.  These  matters  lie  at  the  core  of  the 
Board’s  conclusions  and  required  analysis  and  findings. 
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THE  BOARD'S  ACTION  IN  REFUSING  TO  REOPEN  THE  RECORD 
FOR  THE  RECEIPT  OF  ADDITIONAL  EVIDENCE  WAS  ARBI¬ 
TRARY,  CAPRICIOUS  AND  CONSTITUTED  AN  ABUSE  OF 
DISCRETION. 

On  April  7,  1955,  while  Lake  Central’s  petition  for 
reconsideration  of  the  Board’s  order  of  Februarv  28,  1955, 
was  pending,  the  carrier  filed  with  the  Board  a  motion 
to  reopen  the  record  in  the  proceeding  for  the  receipt  of 
additional  evidence  (J.A.  451).  This  was  supplemented 
by  a  motion  filed  on  April  25,  1955,  dealing  with  the 
effect  of  pending  Federal  legislation  on  Route  7  (J.A. 
481).  Lake  Central’s  requests  were  denied  by  the  Board 
(J.A.  478,  485).  An  analysis  of  Lake  Central’s  request 
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clearly  shows,  we  believe,  that  this  action  of  the  Board 
constituted  an  abuse  of  the  agency’s  discretion.  In  Braniff 
!  Airways  Inc.  v.  Civil  Aeronautics  Board ,  147  F.  2d  152 
(C.A.D.C.  1945)  this  Court  held  that  the  Board  erred  in 
1  refusing  to  reopen  a  proceeding  to  hear  evidence  which 
went  to  the  basis  of  the  route  award  there  involved. 

Here  the  Board  has  committed  the  same  error. 

A.  FEDERAL  LEGISLATION  SUBSEQUENT  TO  THE  BOARD'S  ORDER  OF 
FEBRUARY  28.  1955  REQUIRED  REHEARING  OF  THE  CASE. 

While  the  Board  proceedings  were  in  progress,  legis¬ 
lation  was  proposed  in  Congress  on  January  13,  1955  to 
make  permanent  temporary  routes  of  local  service  air 
carriers  in  operation  during  a  designated  period  after 
adoption  of  the  legislation.  The  Board  appeared  and 
testified  on  the  proposed  legislation. 

The  House  Committee  involved  recommended  enact¬ 
ment  of  the  legislation  on  March  22,  1955  (Report  No. 

265).  On  April  19,  1955  the  legislation  (H.R.  2225)  unan¬ 
imously  passed  the  House  and  on  April  20,  1955  the  Senate 
unanimously  passed  the  legislation  (S.  651).  Certain  differ¬ 
ences  in  the  House  and  Senate  versions,  not  here  pertin¬ 
ent,  were  ironed  out  and  the  legislation  became  effective 
May  19,  1955,  as  Section  401(e)(3)  of  the  Civil  Aero¬ 
nautics  Act  which  reads  as  follows : 

“If  any  applicant  who  makes  application  for  a 
certificate  within  one  hundred  and  twenty  days  after 
the  date  of  enactment  of  this  paragraph  shall  show  ' 

that,  from  January  1,  1953,  to  the  date  of  its  appli¬ 
cation,  it  or  its  predecessor  in  interest,  was  an  air  ; 

carrier  furnishing,  within  the  continental  limits  of  i 
the  United  States,  local  or  feeder  service  consisting 
of  the  carriage  of  persons,  property,  and  mail,  under 
a  temporary  certificate  of  public  convenience  and 
necessity  issued  by  the  Civil  Aeronautics  Board,  con-  : 

tinuously  operating  as  such  (except  as  to  interrup-  : 

tions  of  service  over  which  the  applicant  or  its 
predecessors  in  interest  have  no  control)  the  Board, 
upon  proof  of  such  fact  only,  shall,  unless  the  service 
rendered  by  such  applicant  during  the  period  since 
its  last  certification  has  been  inadequate  and  inefficient, 
issue  a  certificate  or  certificates  of  unlimited  dura- 
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tion,  authorizing  such  applicant  to  engage  in  air 
transportation  between  the  terminal  and  intermediate 
points  within  the  continental  limits  of  the  United 
States  between  which  it,  or  its  predecessor,  so  contin¬ 
uously  operated  between  the  date  of  enactment  of 
this  paragraph  and  the  date  of  its  application:  Pro¬ 
vided,  That  the  Board  in  issuing  the  certificate  is 
empowered  to  limit  the  duration  of  the  certificate  as 
to  not  over  one-half  of  the  intermediate  points  named 
therein,  which  points  it  finds  have  generated  insuffi¬ 
cient  traffic  to  warrant  a  finding  that  the  public  con¬ 
venience  and  necessity  requires  permanent  certifica¬ 
tion  at  such  time.” 

The  Board’s  order  denying  Lake  Central’s  motion  to 
reopen  the  record  was  issued  on  April  22,  1955,  two 
days  after  the  two  Houses  of  Congress  had  unanimously 
passed  the  legislation.  The  Board,  which  had  actively 
participated  in  the  legislative  process,  then  knew  that 
the  effect  of  its  action  would  be  to  convert  almost  the 
moment  it  became  effective  the  temporary  certificate 
awarded  to  North  Central  for  Route  7  into  a  permanent 
authorization.  In  addition,  Lake  Central  immediately 
called  this  to  the  attention  of  the  Board,  filing  a  supple¬ 
ment  to  its  motion  to  reopen  the  hearing.  This  supple¬ 
ment  asked  for  a  hearing  on  the  issue  of  permanently 
certificating  a  local  service  carrier  to  operate  over  Route 
7  and  reopening  of  the  existing  proceedings  for  this  pur¬ 
pose  (J.A.  481).  The  Board,  however,  still  refused  to 
reopen  the  record,  finding  only  that  such  action  was  not 
warranted  (J.A.  485).  ^ 

The  basis  of  the  Court’s  reversal  of  the  Board’s  action 
in  Braniff  Airways  v.  Civil  Aeronautics  Board,  147  F.!  2d 
152  (C.A.D.C.  1945)  was  that  events  occurred  after  the 
Board’s  original  order  authorizing  certain  new  routes 
affected  the  basis  of  the  award  and  required  rehearing. 
That  is  precisely  the  situation  here.  s — — 

The  issue  in  the  hearings  in  the  present  Board  pro¬ 
ceeding  was  whether  or  not  the  trunkline  operations  of 
American  over  Route  7  should  be  suspended  for  a 
temporary  period  and  there  should  be  substituted  for  the 
same  temporary  period  a  local  service  operation.  All  of  the 
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evidence  in  the  proceeding  was  directed  to  this  end. 
After  the  Board  had  decided  this  issue  in  favor  of  a 
temporary  substitution  of  service  and  had  selected  North 
Central  to  provide  the  temporary  service,  but  before  that 
action  had  become  irrevocably  final,  the  progress  of  the 
pending  local  service  legislation  as  recited  above  made 
certain  that,  if  the  decision  went  into  effect,  the  authoriza¬ 
tion  would  not  be  temporary,  but  permanent.  The  Board 
was  therefore  fully  aware  when  it  denied  Lake  Central’s 
request  to  reopen  the  case  that  its  action  was  tantamount 
to  granting  North  Central  a  permanent  certificate  for  Route 
7,  thus  foreclosing  Lake  Central  from  this  route,  not  for 
a  temporary  period,  but  for  all  time. 

For  the  reasons  set  forth  in  a  later  section  of  this 
brief,  infra ,  page  47,  we  believe  this  action  constituted 
the  grant  of  a  permanent  certificate  in  contravention  of 
Lake  Central’s  statutory  right  to  be  heard  thereon.  But 
■entirely  apart  from  this  consideration,  the  facts  which 
confronted  the  Board  on  or  about  April  22,  1955,  had 
completely  changed  the  entire  nature  of  the  situation 
with  respect  to  Route  7,  so  that  elemental  considerations 
of  fairness  dictated  further  hearing  before  North  Central 
should  be  permitted  to  permanently  encamp  itself  on  the 
route. 

Even  if  vre  assume  arguendo  that  the  Board’s  order  of 
February  28,  1955  was  correct,  it  is  obvious  that  it  was 
founded  on  a  set  of  highly  problematical  factors.  Opera¬ 
tions  by  North  Central  over  Route  7  during  an  experi¬ 
mental  temporary  period  could  prove  conclusively  that 
Lake  Central  was  right  in  its  arguments  to  the  Board  and 
that  the  selection  of  North  Central  was  a  mistake.  The 
Board’s  action,  however,  foreclosed  this.  It  turned  an 
experiment  into  a  permanent  fact.  It  did  so,  moreover, 
under  circumstances  where  there  was  no  necessity  for  so 
doing.  Route  7  had  existing  service  by  American.  The 
public  interest  would  not  have  been  substantially  affected 
by  the  time  required  to  rehear  the  proceeding.  If,  upon 
rehearing,  the  record  showed  only  a  basis  for  a  temporary 
award,  this  could  have  been  made  without  then  ripening 
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into  a  permanent  certificate.  If  a  permanent  certificate 
was  called  for,  it  could  then  have  been  issued  by  the 
Board.  Instead,  the  agency  shut  off  Lake  Central  without 
a  hearing. 

B.  LAKE  CENTRAL'S  MOTION  TO  REOPEN  THE  RECORD  OFFERED  NEW  EVI¬ 
DENCE  SUBSTANTIALLY  AFFECTING  THE  BASES  OF  THE  BOARD'S  ACTION 

The  Board  had  given  as  a  reason  for  certificating 
North  Central  to  operate  local  air  service  over  Route  7 
and  denying  Lake  Central’s  application,  an  alleged  bet¬ 
ter  integration  of  the  route  with  North  Central’s  system. 
As  we  have  seen,  this  was  based  on  an  assumption  that 
North  Central  could  provide  one  plane  service  between 
points  on  Route  7  and  points  west  of  Lake  Michigan. 
Lake  Central’s  motion  to  reopen  pointed  out  that  the  reed 
ord  was  devoid  of  any  equipment  routing  schemes  or  sys¬ 
tem  schedule  patterns  to  show  North  Central  could  or 
would  provide  such  service  (J.A.  452).  The  motion  asked 
the  Board  to  receive  evidence  thereon.  This  was  denied 
on  the  ground  that  this  subject  was  thoroughly  developed 
in  the  record  and  adjudicated  (J.A.  477).  This  stated 
reason  is  completely  in  error  as  shown  by  the  analysis 
of  the  issue  supra,  pages  20-27.  North  Central  had  not 
even  specifically  promised  one  plane  service,  much  less 
“thoroughly  adjudicated”  the  subject. 

The  Board  found  that  Lake  Central  was  at  a  disad¬ 
vantage  in  promptly  inaugurating  local  service  over  Route 
7  because  of  its  working  capital  position  in  spite  of  the 
Board’s  finding  that  Lake  Central  had  available  the  money 
needed  to  start  the  service.  This  was  premised  on  a  nega¬ 
tive  working  capital  of  $368,529  (J.A.  369).  Lake  Cen¬ 
tral’s  motion  proposed  to  show  that  in  fact  its  negative 
working  capital  position  as  of  the  date  of  the  Board’s 
decision  was  $143,147.61,  a  better  position  by  some  61 
per  cent  than  that  on  which  the  Board  relied  (J.A.  453). 
The  Board’s  order  denying  the  motion  made  no  mention 
of  this  offer  but  apparently  included  it  in  a  general  state¬ 
ment  as  an  issue  already  adjudicated  (J.A.  477).  Such 
issue  obviously  had  not  been  fairly  adjudicated  as  to  Lake 
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Central  when  the  Board  made  an  error  of  61  per  cent  in 
the  figures  which  formed  the  basis  of  its  findings  on  the 
issue. 

Another  principal  Board  finding  related  to  an  alleged 
superiority  of  North  Central  in  station  facilities  at  Chi¬ 
cago.  Much  of  this  evaporated  when  the  Board  grudg¬ 
ingly  conceded  errors  of  fact  in  its  conclusions  on  the 
subject,  supra,  page  37.  Lake  Central’s  motion  also  of¬ 
fered  to  show  that,  since  the  record  had  been  closed,  Lake 
Central’s  Chicago  facilities  were  as  good  or  better  than 
North  Central’s  and  that  its  proposed  arrangements  at 
Detroit  were  superior  to  North  Central’s  at  that  point 
because  of  joint  handling  with  Northwest  Airlines,  a  large 
trunk  carrier  ( J.A.  453).  Lake  Central  offered  to  show  that 
this  was  particularly  so  in  terms  of  cost,  an  important 
public  interest  factor  in  local  service  operations,  all  of 
which  are  subsidized  (J.A.  454).  The  Board’s  order  deny¬ 
ing  the  motion  made  no  mention  of  the  offer  relating  to 
Chicago  facilities  and  gave  cursory  attention  to  the  De¬ 
troit  situation  by  saying  this  could  have  been  developed 
on  the  record  by  due  diligence  (J.A.  477).  This  finding 
"-was  made  in  the  teeth  of  a  situation  in  which  the  exam¬ 
iner  had  not  even  mentioned  the  point  in  the  conclusions 
of  his  report,  and  where  it  was  clearly  not  possible  for 
Lake  Central  to  anticipate  that  the  Board  would  rely  on 
errors  of  fact  and  then  be  unwilling  to  withdraw  its  con¬ 
clusions  based  thereon  even  after  conceding  the  error. 
Fairness  demanded  that  the  Board,  after  having  muddied 
up  the  picture  with  its  own  errors,  should  give  Lake  Cen¬ 
tral  a  chance  to  clear  it  up. 

Lake  Central’s  motion  offered  to  introduce  new  evidence 
not  available  at  the  hearing  to  show  that  North  Central’s 
operation  would  result  in  a  substantial  diversion  of  traffic 
from  Lake  Central  (J.A.  455).  In  acting  on  the  motion 
the  agency  did  not  say  that  Lake  Central’s  offer  would 
not  be  significant  or  substantial  or  new  evidence.  It  rested 
denial  on  the  ground  that  such  evidence  could  have  been 
developed  on  the  record  with  due  diligence  (J.A.  477). 
This  conclusion  is  entirely  unsupported.  The  first  Board 
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traffic  survey  made  after  Lake  Central  had  expanded  its 
route  system  (the  September  1953  survey)  was  not  avail¬ 
able  to  the  carrier  until  after  the  hearing,  and  even  these 
figures  were  not  a  true  index  of  the  potential  traffic  diver¬ 
sion  from  Lake  Central.  The  1954  survey  figures  were 
not  available  until  1955.  Furthermore,  the  carrier  did 
timely  raise  the  issue  on  reconsideration  under  the  Board’s 
rules  (14  CFR  302.37)  to  the  extent  possible  without  a 
hearing  and  was  entitled  to  be  fully  heard  thereon  on  a 
reopened  record. 

The  motion  offered  to  introduce  evidence,  not  available 
at  the  time  of  the  hearing,  of  the  construction  of  a  new 
Chrysler  plant,  which  had  a  direct  bearing  on  the  need 
of  the  Kokomo  industrial  area  for  direct  service  to  De¬ 
troit  (J.A.  456).  In  denying  the  motion  the  Board  stated 
that  it  did  not  feel  that  the  effect  of  the  new  plant  was  of 
such  a  material  nature  as  to  warrant  reopening  (J.A. 
477).  Its  effect  upon  rehearing  of  such  evidence  would 
have  been,  when  considered  in  conjunction  with  the  other 
needs  of  the  Kokomo  area  for  direct  air  service  to  De¬ 
troit,  to  undermine  completely  any  remnant  of  validity  to 
the  Board’s  findings  on  integration,  supra,  page  25.  Yet 
the  Board  dismissed  it  without  any  serious  consideration 
as  if  a  statement  of  its  belief  ended  all  dispute. 

The  treatment  of  Lake  Central’s  motion  is  a  further 
indication  of  the  Board’s  reluctance  to  face  up  to  the  facts 
and  its  determination  to  plow  straight  along  its  chosen 
course  regardless  of  errors  in  its  assumptions. 

m 

THE  BOARD'S  ORDERS  CONSTITUTED  THE  GRANT  TO  NORTH 
CENTRAL  OF  A  PERMANENT  CERTIFICATE  UPON  A  REG 
ORD  SUPPPORTING  ONLY  A  TEMPORARY  AWARD  AND 
WITHOUT  NOTICE  AND  OPPORTUNITY  TO  BE  HEARD 
THEREON  BY  LAKE  CENTRAL. 

In  a  prior  portion  of  this  brief,  supra,  page  42,  there 
is  set  forth  the  circumstances  of  imminent  Federal  legis¬ 
lation  which  made  it  clear  to  the  Board  that  its  act  in 
granting  North  Central  a  certificate  to  provide  local  air 
service  over  Route  7  was  the  grant  of  a  right  to  perma¬ 
nently  operate  the  route,  even  though  the  proceeding  be- 


fore  the  Board  had  been  based  on  an  application  of  a  tem¬ 
porary  grant,  and  the  record  in  the  case  was  directed  to 
such  an  application.  This  Court  has  previously  recog¬ 
nized  that  the  grant  of  a  license  by  an  agency  may  be 
temporary  in  form,  but  permanent  in  substance  so  as  to 
completely  nullify  rights  which  a  statute  confers.  Ameri¬ 
can  Broadcasting  Company  v.  Federal  Communications 
Commission ,  191  F.  2d  492  (C.A.D.C.  1951).  That  is 
what  has  happened  in  this  case.  North  Central  has  been 
granted  a  certificate  temporary  in  form.  If  its  validity 
is  upheld  by  the  Court,  the  Board  will  immediately  con¬ 
vert  that  certificate  to  a  permanent  grant  without  any 
further  hearing  on  the  requirements  of  the  public  con¬ 
venience  and  necessity.  This  action  of  the  Board  has 
been  taken  with  clear  knowledge  of  the  result.  It  has 
also  been  taken  under  circumstances  in  which  the  Board 
was  under  no  legal  compulsion  to  achieve  such  result,  but 
has  done  so  deliberately,  knowing  that  Lake  Central’s 
interest  in  the  route  would  be  forever  cut  off.  Lake  Cen¬ 
tral  has  had  its  rights  effectively  nullified  without  hearing. 

CONCLUSION 

On  the  basis  of  the  foregoing  considerations,  the  orders 
of  the  Civil  Aeronautics  Board  here  involved  should  be 
set  aside  and  the  applications  of  Lake  Central  and  North 
Central  to  provide  local  air  service  over  Route  7  should 
be  reheard. 

Respectfully  submitted, 

James  L.  Highsaw,  Jr. 

620  Tower  Building 
Washington  5,  D.  C. 

Albert  F.  Grisard 
412  Metropolitan  Bank  Building 
Washington,  D.  C. 

Attorneys  for  Petitioner 

Of  Counsel: 

Mulholland,  Robie  &  Hickey 
620  Tower  Building 
Washington  5,  D.  C. 

April  6,  1956 


APPENDIX  A 

CIVIL  AERONAUTICS  ACT 
Statutes  Involved 

DECLARATION  OF  POLICY 

Sec.  2.  [25  Stat.  9S0,  49  U.S.C.  402]  In  the  exercise 
and  performance  of  its  powers  and  duties  under  this  Act, 
the  Authority  shall  consider  the  following,  among  other 
things,  as  being  in  the  public  interest,  and  in  accordance 
with  the  public  convenience  and  necessity — 

(a)  The  encouragement  and  development  of  an  air- 
transportation  system  properly  adapted  to  the  present 
and  future  needs  of  the  foreign  and  domestic  commerce 
of  the  United  States,  of  the  Postal  Service,  and  of  the 
national  defense; 

(b)  The  regulation  of  air  transportation  in  such  man¬ 
ner  as  to  recognize  and  preserve  the  inherent  advantages 
of,  assure  the  highest  degree  of  safety  in,  and  foster 
sound  economic  conditions  in,  such  transportation,  and 
to  improve  the  relations  between,  and  coordinate  trans¬ 
portation  by,  air  carriers ; 

(c)  The  promotion  of  adequate,  economical,  and  effi¬ 
cient  service  by  air  carriers  at  reasonable  charges,  with¬ 
out  unjust  discriminations,  undue  preferences  or  advan¬ 
tages,  or  unfair  or  destructive  competitive  practices; 

(d)  Competition  to  the  extent  necessary  to  assure  the 
sound  development  of  an  air-transportation  system  prop¬ 
erly  adapted  to  the  needs  of  the  foreign  and  domestic  com¬ 
merce  of  the  United  States,  of  the  Postal  Service,  and  of 
the  national  defense ; 

(e)  The  regulation  of  air  commerce  in  such  manner  as 
to  best  promote  its  development  and  safety ;  and 

(f)  The  encouragement  and  development  of  civil  aero¬ 
nautics. 
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GENERAL  POWERS  AND  DUTIES  OF  THE 

AUTHORITY 

General  Powers 

Sec.  205.  [52  Stat.  984,  49  U.S.C.  425 ]  (a)  The  Au¬ 
thority  is  empowered  to  perform  such  acts,  to  conduct 
such  investigations,  to  issue  and  amend  such  orders,  and 
to  make  and  amend  such  general  or  special  rules,  regu¬ 
lations,  and  procedure,  pursuant  to  and  consistent  with 
the  provisions  of  this  Act,  as  it  shall  deem  necessary  to 
carry  out  such  provisions  and  to  exercise  and  perform 
its  powers  and  duties  under  this  Act. 
###**#*# 

CERTIFICATE  OF  PUBLIC  CONVENIENCE  AND 

NECESSITY 

Certificate  Required 

Sec.  401.  [52  Stat.  987,  as  amended  by  56  Stat.  265,  61 
Stat.  449,  49  U.S.C.  481 ]  (a)  No  air  carrier  shall  engage 
in  any  air  transportation  unless  there  is  in  force  a  cer¬ 
tificate  issued  by  the  Authority  [Board]  authorizing  such 
air  carrier  to  engage  in  such  transportation:  Provided, 
That  if  an  air  carrier  is  engaged  in  such  transportation 
on  the  date  of  the  enactment  of  this  Act,  such  air  carrier 
may  continue  so  to  engage  between  the  same  terminal 
and  intermediate  points  for  one  hundred  and  twenty  days 
after  said  date,  and  thereafter  until  such  time  as  the  Au¬ 
thority  [Board]  shall  pass  upon  an  application  for  a 
certificate  for  such  transportation  if  within  said  one  hun¬ 
dred  and  twenty  days  such  air  carrier  files  such  applica¬ 
tion  as  provided  herein. 

Application  for  Certificate 
• 

(b)  Application  for  a  certificate  shall  be  made  in  writ¬ 
ing  to  the  Authority  [Board]  and  shall  be  so  verified, 
shall  be  in  such  form  and  contain  such  information,  and 
shall  be  accompanied  by  such  proof  of  service  upon  such 
interested  persons,  as  the  Authority  [Board]  shall  by 
regulation  require. 
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Notice  of  Application 

(c)  Upon  the  filing  of  any  such  application,  the  Au¬ 
thority  [Board]  shall  give  due  notice  thereof  to  the  pub¬ 
lic  by  posting  a  notice  of  such  application  in  the  office 
of  the  secretary  of  the  Authority  [Board]  and  to  such 
other  persons  as  the  Authority  [Board]  may  by  regula¬ 
tion  determine.  Any  interested  person  may  file  with  the 
Authority  [Board]  a  protest  or  memorandum  of  opposi¬ 
tion  to  or  in  support  of  the  issuance  of  a  certificate.  Such 
application  shall  be  set  for  public  hearing,  and  the  Au¬ 
thority  [Board]  shall  dispose  of  such  application  as  speed¬ 
ily  as  possible. 

Issuance  of  Certificate 

(d)  (1)  The  Authority  [Board]  shall  issue  a  certificate  . 

authorizing  the  whole  or  any  part  of  the  transportation 
covered  by  the  application,  if  it  finds  that  the  applicant 
is  fit,  willing,  and  able  to  perform  such  transportation 
properly,  and  to  conform  to  the  provisions  of  this  Act 
and  the  rules,  regulations,  and  requirements  of  the  Au¬ 
thority  [Board]  hereunder,  and  that  such  transportation 
is  required  by  the  public  convenience  and  necessity;  other¬ 
wise  such  application  shall  be  denied.  i 

(2)  In  the  case  of  an  application  for  a  certificate  to  en¬ 
gage  in  temporary  air  transportation,  the  Authority 
[Board]  may  issue  a  certificate  authorizing  the  whole  or 
any  part  thereof  for  such  limited  periods  as  may  be  re¬ 
quired  by  the  public  convenience  and  necessity,  if  it  finds 
that  the  applicant  is  fit,  willing,  and  able  properly  to  per¬ 
form  such  transportation  and  to  conform  to  the  provi¬ 
sions  of  this  Act  and  the  rules,  regulations,  and  require¬ 
ments  of  the  Authority  [Board]  hereunder. 

Form  and  Service  of  Orders 

Sec.  1005.  (f)  Every  order  of  the  Authority  shall  set 
forth  the  findings  of  fact  upon  which  it  is  based,  and  shall 
be  served  upon  the  parties  to  the  proceeding  and  the  per¬ 
sons  affected  by  such  order. 
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JUDICIAL  REVIEW  OF  AUTHORITY’S  ORDERS 
Orders  of  Authority  Subject  to  Review 

Sec.  1006.  [52  Stat.  1024,  as  amended  by  63  Stat.  107, 
49  U.S.C.  646 ]  (a)  Any  order,  affirmative  or  negative,  is¬ 
sued  by  the  Authority  under  this  Act,  except  any  order  in 
respect  of  any  foreign  air  carrier  subject  to  the  approval 
of  the  President  as  provided  in  section  801  of  this  Act, 
shall  be  subject  to  review  by  the  courts  of  appeals  of  the 
United  States  or  the  United  States  Court  of  Appeals  for 
the  District  of  Columbia  upon  petition,  filed  within  sixty 
days  after  the  entry  of  such  order,  by  any  person  disclos¬ 
ing  a  substantial  interest  in  such  order.  After  the  ex¬ 
piration  of  said  sixty  days  a  petition  may  be  filed  only 
by  leave  of  court  upon  a  showing  of  reasonable  grounds 
for  failure  to  file  the  petition  theretofore.  ( Amended  May 
24,  1949,  63  Stat.  107.) 

Venue 

(b)  A  petition  under  this  section  shall  be  filed  in  the 

court  for  the  circuit  wherein  the  petitioner  resides  or  has 

his  principal  place  of  business  or  in  the  United  States 

Court  of  Appeals  for  the  District  of  Columbia. 
*##*##*<!> 

Power  of  Court 

(d)  Upon  transmittal  of  the  petition  to  the  Authority, 
the  court  shall  have  exclusive  jurisdiction  to  affirm,  mod¬ 
ify,  or  set  aside  the  order  complained  of,  in  whole  or  in 
part,  and  if  need  be,  to  order  further  proceedings  by  the 
Authority.  Upon  good  cause  shown,  interlocutory  relief 
may  be  granted  by  stay  of  the  order  or  by  such  manda¬ 
tory  or  other  relief  as  may  be  appropriate:  Provided, 
That  no  interlocutory  relief  may  be  granted  except  upon 
at  least  five  days’  notice  to  the  Authority. 

Findings  of  Fact  by  Authority  Conclusive 

(e)  The  findings  of  facts  by  the  Authority,  if  supported 
by  substantial  evidence,  shall  be  conclusive.  No  objection 
to  an  order  of  the  Authority  shall  be  considered  by  th« 
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court  unless  such  objection  shall  have  been  urged  before 
the  Authority  or,  if  it  was  not  so  urged,  unless  there  were 
reasonable  grounds  for  failure  to  do  so. 

*••*###* 
ADMINISTRATIVE  PROCEDURE  ACT 

§  1009.  Judicial  review  of  agency  action 

Except  so  far  as  (1)  statutes  preclude  judicial  review 
or  (2)  agency  action  is  by  law  committed  to  agency 
discretion. 

Rights  of  review 

(a)  Any  person  suffering  legal  wrong  because  of  any 
agency  action,  or  adversely  affected  or  aggrieved  by  such 
action  within  the  meaning  of  any  relevant  statute,  shall 
be  entitled  to  judicial  review  thereof. 

•  •  *  *  *  *  #  ;  * 

Scope  of  review 

(e)  So  far  as  necessary  to  decision  and  where  presented 
the  reviewing  court  shall  decide  all  relevant  questions  of 
law,  interpret  constitutional  and  statutory  provisions,  and 
determine  the  meaning  or  applicability  of  the  terms  of  any 
agency  action.  It  shall  (A)  compel  agency  action  unlaw¬ 
fully  withheld  or  unreasonably  delayed;  and  (B)  hold  un¬ 
lawful  and  set  aside  agency  action,  findings,  and  conclu¬ 
sions  found  to  be  (1)  arbitrary,  capricious,  an  abuse  of 
discretion,  or  otherwise  not  in  accordance  with  law;  (2) 
contrary  to  constitutional  right,  power,  privilege,  or  im¬ 
munity;  (3)  in  excess  of  statutory  jurisdiction,  authority, 
or  limitations,  or  short  of  statutory  right;  (4)  without 
observance  of  procedure  required  by  law;  (5)  unsupported 
by  substantial  evidence  in  any  case  subject  to  the  require¬ 
ments  of  sections  1006  and  1007  of  this  title  or  otherwise 
reviewed  on  the  record  of  an  agency  hearing  provided  by 
statute;  or  (6)  unwarranted  by  the  facts  to  the  extent  that 
the  facts  are  subject  to  trial  de  novo  by  the  reviewing 
court.  In  making  the  foregoing  determinations  the  court 
shall  review  the  whole  record  or  such  portions  thereof  as 
may  be  cited  by  any  party,  and  due  account  shall  be  taken 
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of  the  rule  ot  prejudicial  error.  June  11,  1946,  c.  324, 
§  10,  60  Stat.  243. 

***#*##* 
CIVIL  AERONAUTICS  BOARD  REGULATIONS 

§  302.37  Petition  for  reconsideration — (a)  Time  for  fil¬ 
ing.  A  petition  for  reconsideration,  rehearing  or  reargu¬ 
ment  may  be  filed  by  any  party  to  a  proceeding  within 
thirty  (30)  days  after  the  date  of  service  of  a  final  order 
by  the  Board  in  such  proceeding  unless  the  time  is  short¬ 
ened  or  enlarged  by  the  Board,  except  that  such  petition 
may  not  be  filed  with  respect  to  an  initial  decision  which 
has  become  final  through  failure  to  file  exceptions  thereto. 
However,  neither  the  filing  nor  the  granting  of  such  a 
petition  shall  operate  as  a  stay  of  such  final  order  unless 
specifically  so  ordered  by  the  Board.  After  the  expiration 
of  the  period  for  filing  a  petition,  a  motion  for  leave  to 
file  such  petition  may  be  filed;  but  no  such  motion  shall 
be  granted  except  on  a  showing  of  unusual  and  exceptional 
circumstances,  constituting  good  cause  for  failure  to  make 
timely  filing.  Within  ten  (10)  days  after  a  petition  for 
reconsideration,  rehearing,  or  reargument  is  filed,  any 
party  to  the  proceeding  may  file  an  answer  in  support  of 
or  in  opposition  to  the  petition. 

(b)  Contents  of  petition.  A  petition  for  reconsideration, 
rehearing,  or  reargument  shall  state,  briefly  and  specifi¬ 
cally,  the  matters  of  record  alleged  to  have  been  errone¬ 
ously  decided,  the  ground  relied  upon,  and  the  relief 
sought.  If  the  petition  is  based,  in  whole  or  in  part,  on 
allegations  as  to  the  consequences  which  would  result 
from  the  Board's  order,  the  basis  of  such  allegations 
shall  be  set  forth.  If  the  petition  is  based,  in  whole  or 
in  part,  on  new  matter,  such  new  matter  shall  be  set  forth, 
accompanied  by  a  statement  to  the  effect  that  petitioner, 
with  due  diligence,  could  not  have  known  or  discovered 
such  new  matter  prior  to  the  date  the  case  was  submitted 
for  decision. 
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NORTH  CENTRAL’S  COUNTER-STATEMENT 
QUESTIONS  PRESENTED 

1.  Was  the  Board’s  decision  supported  by  adequate  find¬ 
ings  which,  in  turn,  were  supported  by  substantial  evi¬ 
dence  on  the  record  considered  as  a  whole? 

2.  Subsidiary  to  the  above,  in  view  of  the  developments 
subsequent  to  the  Board’s  decision,  have  the  Peti¬ 
tioner’s  arguments  become  moot? 

3.  Did  the  Board  err  in  refusing  to  reopen  the  case  for 
the  purpose  of  considering  the  effect  of  pending  leg¬ 
islation  on  the  certificate  granted  to  North  Central  to 
operate  over  Route  7  between  Chicago  and  Detroit? 

Note:  In  order  to  aid  this  Court  in  following  the  oral 
argument  on  Question  1(a)  above,  North  Central 
has  included  its  schedules  as  of  May  1,  1955  in  the 
pocket  part  of  this  brief  (inside  the  back  cover). 
At  the  oral  argument  North  Central  will  also  sub¬ 
mit  its  and  Lake  Central’s  Forms  41  filed  with  the 
CAB  for  the  year  1955  and  for  the  latest  quarter 
available  in  1956,  as  matters  of  public  record. 
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In  The 


United  States  Court  of  Appeals 

For  the  District  of  Columbia  Circuit 


Case  No.  12,665 


Lake  Central  Airlines,  Inc., 

Petitioner , 


v.  ; 

Civil  Aeronautics  Board, 

Respondent, 

American  Airlines,  Inc., 

North  Central  Airlines,  Inc., 

City  of  Kalamazoo,  Michigan, 

Intervenors. 


ON  PETITION  TO  REVIEW  ORDERS  OF  THE 
CIVIL  AERONAUTICS  BOARD 


BRIEF  FOR  INTERVENOR 


This  case  is  before  this  Honorable  Court  on  petition 
of  Lake  Central  Airlines,  Inc.  (Lake  Central)  to  review 
certain  orders  of  the  Civil  Aeronautics  Board  (Board) 
suspending  the  authority  of  American  Airlines,  Inc. 
(American)  to  operate  air  transportation  service  between 
Chicago,  Illinois  and  Detroit,  Michigan,  via  the  interme¬ 
diate  points  of  Ann  Arbor,  Battle  Creek,  Jackson  and 
Kalamazoo,  Michigan,  and  South  Bend,  Indiana  (herein¬ 
after  designated  as  Route  7#),  granting  authority  to 


*  The  more  accurate  designation  would  be  “Route  7  between 
Chicago  and  Detroit.”  For  the  sake  of  brevity,  the  words  “be¬ 
tween  Chicago  and  Detroit”  will  be  omitted. 
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North  Central  Airlines,  Ine.  (North  Central)  to  operate 
over  Route  7,  and  denying  such  authority  to  Lake  Central. 

THE  ISSUE  IN  THE  CASE 

Originally  there  were  two  issues  in  the  proceedings: 
(1)  whether  the  public  convenience  and  necessity  required 
the  suspension  of  American’s  certificate  to  operate  over 
Route  7,  and  (2)  whether  the  public  convenience  and 
necessity  required  the  granting  of  such  certificate  to 
North  Central  or  to  Lake  Central  or  to  Ozark  Airlines, 
Inc.  (Ozark). 

The  Board  ordered  the  temporary  suspension  of 
American’s  certificate  to  operate  over  Route  7,  and  neither 
American  nor  anyone  else  is  before  this  Court  to  com¬ 
plain  of  this  order.  Therefore,  this  issue  is  not  before 
this  Court. 

The  Board  also  denied  the  application  of  Ozark  to 
operate  over  this  route  and  neither  Ozark  nor  anyone 
else  is  seeking  a  review  of  this  part  of  the  Board’s  order. 
The  only  issue  before  this  Court,  therefore,  is  whether 
the  Board  erred  in  granting  authority  to  North  Central, 
rather  than  to  Lake  Central,  to  operate  over  Route  7. 

Upon  the  filing  of  the  petition  for  review,  the  parties 
had  a  prehearing  conference  and  entered  into  a  stipula¬ 
tion,  which  was  approved  by  this  Court,  to  present  five 
questions  (J.A.  490-1). 

Hovrever,  in  its  brief,  Lake  Central  actually  limited 
itself  to  twm  points: 

I.  That  the  Board’s  decision  is  not  supported  by 
adequate  findings  and  the  findings  are  not  supported 
by  substantial  evidence  on  the  record  considered  as 
a  whole,  and 

II.  That  the  Board  erred  in  refusing  to  reopen  the 
case  for  the  purpose  of  considering  the  effect  of 
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pending  legislation  on  the  certificate  granted  to 
North  Central.  # 

STATEMENT  OF  THE  CASE 

Lake  Central’s  statement  of  the  case  is  so  interwoven 
with  argumentative  and  irrelevant  material,  that  we  deem 
it  necessary  to  set  forth  our  own  statement. 

1.  On  August  20,  1953,  North  Central  filed  an  applica¬ 
tion  with  the  Board  to  amend  its  certificate  for  Route  86 
so  as  to  include  authority  to  render  local  air  transporta¬ 
tion  service  over  Route  7  (JA  6-9). 

2.  On  September  11,  1953,  a  similar  application  was 
filed  by  Lake  Central  to  amend  its  certificate  for  Route 
88  so  as  to  include  Route  7  (JA  10-13). 

3.  After  a  prehearing  conference  (JA  14-17)  a  stipula¬ 
tion  was  entered  into  ( JA  22-26) ;  the  issues  were  agreed 
upon  ( JA  17-18) ;  a  hearing  was  held  before  the  Examiner 
( JA  32-148) ;  briefs  were  presented  by  the  parties  and 
intervenors,  and  on  November  4,  1954,  the  Examiner  ren¬ 
dered  the  Initial  Decision  of  the  Board  (JA  298-341).' 

4.  The  Examiner  recommended  that  a  temporary  cer¬ 
tificate  be  issued  to  North  Central,  having  arrived  at  the 
conclusion  that  the  public  convenience  and  necessity  so 
required.  This  conclusion  was  accompanied  by  an  opinion 
which  included  basic  and  subsidiary  **  findings  and  which 


*  Lake  Central  mentions  some  other  grounds  for  reopening  the 
case,  but  they  do  not  merit  consideration;  for  example,  that  a 
certificate  granted  to  North  Central  would  duplicate  Lake  Cen¬ 
tral’s  service  and  would  divert  Lake  Central’s  passenger  reserves 
(L.C.  Br.  p.  42  et  seq.). 

**  By  “basic  facts”  we  mean  the  facts  of  broadest  scope  which 
form  the  logical  basis  for  the  conclusion  reached.  They  are 
summations  of  the  evidence  adduced.  Where  the  facts  are  nu¬ 
merous  or  complex,  it  is  more  desirable  to  have  the  basic  facts 
supported  by  “subsidiary”  facts,  which  in  turn  are  summations 
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supported  the  conclusion  readied  (See  pp.  8-12,  17,  19,  22, 
infra). 

5.  Lake  Central  filed  its  exceptions  (JA  342-351)  to 
the  Examiner’s  decision.  On  February  28,  1955,  the 
Board  rendered  its  decision  (JA  368-399)  in  which  it 
adopted  as  its  -own  “except  as  modified  herein  *  the 
findings,  conclusions  and  recommendations  of  the  Ex¬ 
aminer  in  his  Initial  Decision,  which  is  attached  hereto 
as  an  Appendix.”  (JA  368).  However,  of  all  the  find¬ 
ings  made  by  the  Examiner,  the  Board  regarded  three 
of  them  as  constituting  the  primary  reasons  for  the  selec¬ 
tion  of  North  Central  (JA  369). 

6.  On  March  30,  1955,  Lake  Central  filed  a  petition  for 
reconsideration  (JA  4S0  et  seq.).  On  April  7  it  filed  a 
motion  to  reopen  the  record  for  receipt  of  additional 
evidence  (J.A.  451  et  seq.).  On  April  19  it  filed  an 
application  for  a  stay  of  the  award  of  the  certificate  to 
North  Central.  All  these  were  denied  by  the  Board  in 
a  supplemental  decision  issued  on  April  22,  1955  (J.A. 
466,  et  seq.). 

7.  In  the  meantime,  on  April  19,  1955,  the  House  of 
Representatives  passed  a  bill  (H.R.  2225)  which  pro¬ 
vided  for  permanent  certification  of  all  local  air  service 
operations  conducted  during  a  “grandfather”  period 
after  the  enactment  of  the  legislation.  On  the  following 
day  (April  20)  the  Senate  passed  a  similar  bill  (S.  651). 
After  the  Board’s  supplemental  decision  of  April  22, 
1955,  Lake  Central  again  asked  the  Board  to  reopen  the 
proceeding,  this  time  to  determine  the  need  for  a  per- 


of  evidence,  but  of  a  scope  narrower  than  that  of  the  basic 
facts.  It  may  even  be  desirable,  at  times,  to  have  “sub-subsid¬ 
iary”  facts  (summations  of  evidence  of  still  narrower  scope)  to 
support  the  “subsidiary”  facts,  which  in  turn  would  support  the 
basic  facts. 

*  The  modification  has  no  relevancy  to  the  present  proceeding. 
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manent  local  air  service  route  between  Chicago  and 
Detroit  in  the  light  of  the  imminent  legislation  (J.A. 
481),  and  filed  a  second  motion  for  a  stay.  The  Board 
denied  these  requests  (J.A.  485). 

8.  On  April  26,  1955,  Lake  Central  petitioned  this 
Court  for  a  stay  of  the  Board’s  order  and  of  North 
Central’s  operation  of  Route  7  pending  judicial  review. 
On  April  29,  1955,  this  Court  denied  Lake  Central’s 
petition.  On  the  same  day  the  Court  granted  the  motions 
of  American,  North  Central  and  the  City  of  Kalamazoo 
to  intervene  in  this  case. 

STATUTES  AND  REGULATIONS  INVOLVED 

In  addition  to  the  statutes  and  Regulations  included 
in  Lake  Central’s  Brief  (p.  13),  reference  is  contained 
herein  to  Section  401(c)  of  the  Civil  Aeronautics  Act,  to 
Section  6(a)  of  the  Administrative  Procedure  Act  and  to 
Section  302.30  of  the  CAB  Regulations. 

SUMMARY  OF  ARGUMENT 

I.  The  Board’s  conclusion  is  supported  by  eight  find¬ 
ings,  the  first  four  of  which  are  adequate  to  support  a 
conclusion  that  either  North  Central  or  Lake  Central 
should  be  authorized  to  operate  over  Route  7  (pp.  8-11, 
infra).  These  findings  are  not  in  dispute.  Each  of  Find¬ 
ings  5-8  is  supported  by  subsidiary  findings  and  by  sub¬ 
stantial  evidence  (pp.  12-24,  infra).  Each  of  these  find¬ 
ings  is  adequate  to  support  the  conclusion  that  North 
Central,  rather  than  Lake  Central,  should  be  authorized 
(pp.  24-2S,  infra). 

Since  each  of  the  Board’s  findings  is  supported  by 
subsidiary  findings,  there  is  no  merit  to  Lake  Central’s 
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contention  that  the  findings  are  inadequate  because  un¬ 
supported  by  subsidiary  findings  (pp.  28-29,  infra),  nor 
is  there  any  merit  to  Lake  Central’s  contention  that  the 
Board  omitted  findings  to  Lake  Central’s  prejudice  (pp. 
29-33,  infra).  Lake  Central  has  failed  to  show  that  the 
Board’s  findings  are  unsupported  by  substantial  evidence 
“on  the  record  considered  as  a  whole”  (pp.  33-38,  infra). 

It  should  be  noted  that  Lake  Central’s  arguments  are 
moot,  because  the  Board’s  decision  is  supported  by  ade¬ 
quate  findings  which  are  not  disputed  by  Lake  Central 
(p.  39,  infra)  and  because  of  subsequent  developments 
which  establish  the  correctness  of  those  findings  which 
Lake  Central  does  dispute  (pp.  39-42,  infra). 

II.  The  Board  properly  refused  to  reopen  the  case  to 
consider  pending  legislation,  because  the  question  had  not 
been  timely  raised  (pp.  43-44,  infra),  the  proceeding  was 
not  for  a  temporary  certificate  (p.  44,  infra),  and  the 
Board  did  not  grant  a  permanent  certificate  (p.  45, 
infra). 

ARGUMENT 

I.  The  Board’s  Conclusion  is  Supported  by  Adequate 
Findings  and  the  Findings  Are  Supported  by  Substan¬ 
tial  Evidence. 

In  the  treatment  of  the  sufficiencv  of  the  Board’s  con- 
’  elusion  and  findings,  Lake  Central  has  adopted  a  compli¬ 
cated  and  rather  confusing  approach.  In  order  to  have 
a  clear  presentation  of  what  is  actually  involved  in  this 
part  of  the  case,  it  is  first  necessary  to  unscramble  Lake 
Central’s  argument.  We  can  best  do  this  by  assuming 
a  great  part  of  Lake  Central’s  burden  and  by  demon¬ 
strating  that — 

(A)  The  Board’s  conclusion  is  supported  by  the 
findings,  and  that  each  and  all  of  the  findings  are 
supported  by  substantial  evidence; 
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(B)  There  is  no  merit  in  Lake  Central’s  tripod 
argument ; 

(C)  There  is  no  merit  in  Lake  Central’s  argument 
that  the  findings  are  not  adequate  to  support  the 
Board’s  conclusion,  because — 

(1)  These  findings  are  not  supported  by  “sub¬ 
sidiary”  findings,  and 

(2)  The  Board  omitted  necessary  findings  to 
Lake  Central’s  prejudice; 

(D)  There  is  no  merit  in  Lake  Central’s  argu¬ 
ment  that  the  conclusion  or  findings  are  unsupported 
by  substantial  evidence  upon  the  record  considered 
as  a  whole;  and 

(E)  Most  of  Lake  Central’s  arguments  have  be¬ 
come  moot. 

A.  THE  BOARD’S  CONCLUSION  IS  SUPPORTED  BY 
FINDINGS,  AND  THE  LATTER  BY  SUBSTAN¬ 
TIAL  EVIDENCE. 

We  recognize  the  importance  of  the  rule  that  the 
Board’s  conclusion  or  inference  of  fact  must  be  ade¬ 
quately  supported  by  basic  findings  and  that  the  latter 
must  be  supported  by  substantial  evidence.1  We  are  also 
cognizant  of  the  rules  oft  reiterated  by  the  Supreme 
Court,  that  there  is  a  presumption  of  regularity  which 
attaches  to  all  government  action,2  that  there  is  a  pre¬ 
sumption  of  validity  which  attaches  to  administrative 


1  Saginaw  Broadcasting  Co.  v.  Federal  Communications  Com¬ 
mission,  96  F.  2d  554  (1938);  Florida  V.  United  States,  282  U.S. 
194,  212  (1930) ;  Johnston  Broadcasting  Co.  v.  F.C.C.,  175  F.  2d 
351,  357  (1949) ;  Scripps  Howard  Radio,  Inc.  V.  F.C.C.,  189  F.  2d 
677,  681  (1955) ;  American  Trucking  Ass’n.  V.  United  States, 
344  U.S.  298,  314  (1953). 

2  United  States  v.  Chemical  Foundation,  272  U.S.  1,  14-15 
(1926);  N.L.R.B.  V.  Jasper  Chair  Co.,  138  F.  2d  756,  758  (1953). 
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action,1  and  that  the  burden  is  upon  one  attacking  ad¬ 
ministrative  decisions  to  prove  their  invalidity,2  especially 
administrative  decisions  which  are  legislative  in  character, 
like  the  grant  of  a  certificate  of  public  convenience  and 
necessity.3  We  shall  proceed,  however,  as  if  the  burden 
were  on  us  to  demonstrate  that  the  Board’s  conclusion 
and  findings  are  adequately  supported. 

The  Board’s  conclusion  w*as: 

“That  the  public  convenience  and  necessity  require 
amendment  of  the  certificate  held  by  North  Central 
Airlines,  Inc.  for  its  Route  No.  S6  so  as  to  authorize 
service  between  the  terminal  points  Chicago,  Ill.  and 
Detroit,  Mich.,  via  the  intermediate  points  South 
Bend,  Ind.,  Kalamazoo,  Battle  Creek,  Jackson  and 
Ann  Arbor,  Mich,  until  September  30,  1955”  (J.A. 
341,  376). 

In  support  of  this  conclusion  the  Examiner  made  the 
following  findings  which  were  adopted  by  the  Board: 

(1)  There  is  need  for  local  air  transportation 
service  between  Chicago  and  Detroit  via  Route  7 
cities  (J.A.  331). 


1  Elgin,  Joliet  &  Eastern  Railway  Co.  v.  Burley,  327  U.S.  661, 
664  (1946).  In  that  case,  which  involved  a  quasi-judicial  pro¬ 
ceeding  before  the  Railroad  Adjustment  Board,  the  statute  pro¬ 
vided  that  the  award  made  by  the  Board  “shall  be  prima  facie 
evidence  of  the  facts  therein  stated”.  A  fortiori,  the  burden  is 
on  the  one  attacking  an  administrative  decision  where  the  statute 
provides  that  the  findings,  if  supported  by  substantial  evidence, 
shall  be  conclusive,  and  the  proceeding  is  quasi-legislative  in 
character. 

2  Los  Angeles  Gas  and  Electric  Corp.  v.  Railroad  Comm’n.,  289 
U.S.  287,  304-5  (1933) ;  United  States  v.  Obermeier,  186  F.  2d 
243,  247  (1950). 

3  American  Airlines,  Inc.  v.  CAB,  178  F.  2d  903,  907  (CA-7, 
1949).  See  also  St.  Joseph  Stockyards  Co.  V.  United  States,  298 
U.S.  38,  50-51  (1936);  Pacific  States  Box  and  Basket  Co.  V. 
White,  296  U.S.  176,  185  (1935).  United  Airlines  V.  C.A.B.,  155 
F.2d  169,  171-3  (1946). 
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(2)  A  local  service  carrier  operating  DC-3  equip¬ 
ment  can  provide  faster,  more  convenient  and  more 
economical  schedules  over  this  route  than  a  trunk 
line  carrier  operating  heavier  and  larger  equipment 
(J.A.  336). 

(3)  There  is  need  for  more  than  one  round-trip 
schedule  per  day  between  Chicago  and  Detroit  via 
the  intermediate  points.  The  volume  of  traffic,  will 
support  three,  or  at  least  two,  round-trip  schedules 
per  day.  (J.A.  333,  339-40). 

(4)  Both  North  Central  and  Lake  Central  are  fit, 
willing  and  able  to  render  service  over  Route  7  with 
DC-3  equipment  (J.A.  335). 

(5)  North  Central  has  offered  three  round-trip 
schedules  per  day,  while  Lake  Central  has  offered 
two  round-trip  schedules  per  day  (J.A.  314-5,  319). 

(6)  North  Central  could  operate  the  proposed  route 
at  a  lesser  cost  to  the  carrier  and  to  the  Government 
than  Lake  Central  (J.A.  339,  370). 

(7)  North  Central  can  institute  the  service  more 
promptly  than  Lake  Central  (J.A.  369). 

(8)  Route  7  would  integrate  better  with  North 
Central’s  than  with  Lake  Central’s  system  (J.A.  320-1, 
338-40,  371-2). 

Each  of  these  findings  is  supported  by  subsidiary 
findings  and  by  substantial  evidence. 

1.  Route  7  cities  have  need  for  local  air  trans¬ 
portation. 

This  finding  is  supported  by  subsidiary  findings  to 
the  effect  that  each  of  the  cities  of  Battle  Creek, 
Jackson  and  Kalamazoo,  Michigan  and  South  Bend, 
Indiana,  have  grown  in  population,  commerce  and 
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industry  (J.A.  302-4).  These  findings  are  supported 
by  the  census  figures,  postal  receipts,  amount  of  re¬ 
tail  trade,  per  capita  effective  buying  income,  manu¬ 
factures,  and  employment  of  labor  (J.A.  253). 

The  finding  as  to  the  need  of  local  air  transpor¬ 
tation  service  is  supported  by  subsidiary  findings 
and  evidence  as  to  the  existing  service,  both  non-stop 
between  Chicago  and  Detroit  and  local  service  ren¬ 
dered  by  American  (J.A.  304-10,  331-6).  With  refer¬ 
ence  to  the  latter,  there  is  substantial  evidence  as  to 
the  cost  of  such  service  and  as  to  its  inadequacy 
(J.A.  225,  226,  254-255,  273-274,  212,  204-5,  109-110, 
111-12,  113-15,  97-99). 

As  to  the  City  of  Kalamazoo,  there  are  subsidiary 
findings  and  evidence  as  to  the  size  of  its  municipal 
airport,  its  being  not  large  enough  for  Convair  equip¬ 
ment  operated  by  American,  but  large  enough  for 
DC-3  equipment,  that  there  are  north-south  opera¬ 
tions  at  this  airport  but  that  there  is  also  need  for 
east-west  operations  (J.A.  310-3). 

There  is  no  need  of  further  burdening  the  Court 
with  demonstrations  as  to  facts  which  are  not  in 
dispute. 

2.  DC-3  equipment  better  than  Convairs. 

The  finding  that  DC-3  equipment  is  better  than 
Convair  equipment  is  supported  by  subsidiary  find¬ 
ings  as  to  the  comparative  speed,  flexibility  and  costs 
of  such  equipment  in  the  rendition  of  local  service 
(J.A.  331-6).  This  fact  is  not  in  dispute. 

3.  Need  for  more  than  one  round-trip  daily. 

The  finding  that  there  is  need  for  more  than  one 
round-trip  per  day  over  Route  7  is  supported  by 
subsidiary  findings  as  to  the  number  of  passengers 
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and  the  load  factor  of  American’s  operation  (J.A. 
331-2) ;  also,  that  with  only  one  round-trip  the  service 
is  inadequate  in  that  a  passenger  traveling  from  one 
of  the  intermediate  cities  to  Chicago  or  Detroit,  or 
between  intermediate  points,  for  business  purposes  is 
required  to  spend  two  nights  and  a  day  to  conduct 
any  business  and  to  return  to  his  home  base  (J.A. 
331). 

Both  North  Central  and  Lake  Central  have  offered 
to  provide  more  than  one  round-trip  schedule, ,  and 
therefore  there  is  no  dispute  as  to  this  finding.  How 
much  more  than  one  round-trip  is  required  is  a  ques¬ 
tion  which  belongs  more  properly  to  the  finding  re¬ 
lating  to  the  amount  of  service  offered  by  North  Cen¬ 
tral  and  Lake  Central.  ( (pp.  12-16,  infra). 

4.  Fitness  of  both  North  Central  and  Lake  Central. 

The  finding  that  both  North  Central  and  Lake 
Central  are  fit,  willing  and  able  to  operate  over 
Route  7  was  made  primarily  as  an  answer  to  the 
proposition  that  these  companies  lacked  working 
capital.  The  Examiner  noted  that  the  negative 
working  capital  of  the  twro  airlines  did  not  prevent 
them  from  operating  their  existing  systems  and  that, 
therefore,  there  was  no  reason  to  come  to  the  con¬ 
clusion  that  either  of  these  was  unfit  or  unable  to 
operate  Route  7 ;  and  their  applications  themselves 
were  evidence  of  their  willingness  to  render  the 
service.  (J.A.  337).  Nowiiere  in  its  brief  has  Lake 
Central  attacked  the  Board’s  finding  that  North 
Central  was  fit  and  able  to  operate  Route  7.  In¬ 
deed,  such  an  attack  would  be  improvident,  since 
North  Central  is  operating  over  Route  7  with  twice 
as  many  round-trip  schedules  as  it  had  originally 
offered  (See  Schedules  in  Pocket  Part  of  Brief). 


12 


Lake  Central  is  not  in  a  position  to  question  the 
validity  of  the  Board’s  finding  that  it,  Lake  Central, 
is  fit  and  able  to  operate  Route  7.  Lake  Central  com¬ 
plains  that  this  finding  is  inconsistent  with  the  find¬ 
ing  that  North  Central  can  institute  the  service  more 
promptly  than  Lake  Central  (L.C.  Br.,  p.  41).  There 
is  no  inconsistency  between  the  two  findings,  even  if 
the  latter  rested  solely  upon  financial  fitness  and 
ability,  which  it  does  not.  A  and  B  can  be  financially 
fit  and  able,  yet  A  may  be  in  a  better  position 
financially  than  B.  The  evidence  as  to  the  compara¬ 
tive  fitness  and  ability  will  be  discussed  in  connec¬ 
tion  with  the  Board’s  finding  as  to  the  comparative 
promptness  with  which  the  two  carriers  could  insti¬ 
tute  the  service.  (Infra,  pp.  19-22.) 

5.  Offer  of  more  service  by  North  Central. 

The  finding  as  to  the  service  offered  by  North 
Central  and  Lake  Central  was  supported  by  sub¬ 
sidiary  findings  as  to  the  amount  of  travel  which 
would  be  generated  and  by  the  finding  that,  if  the 
amount  of  travel  or  the  costs  could  not  justify  three 
rounds  trips,  there  was  no  reason  why  North  Cen¬ 
tral  could  not  reduce  its  service  to  two  round-trip 
schedules  daily  (J.A.  339-40).  In  contrast,  it  was 
found  that  Lake  Central  offered  to  provide  only  two 
round-trip  schedules  per  day,  but  that  it  was  “ques¬ 
tionable”  as  to  whether  it  could  institute  this  service 
in  view  of  its  poor  financial  condition  (J.A.  339-4). 
The  last  finding  did  not  contradict  the  previous  find¬ 
ing  that  Lake  Central  was  “fit,  willing  and  able”  to 
operate  Route  7.  The  importance  of  this  finding  lies 
in  the  evidence  as  to  the  amount  of  service  needed 
and  the  ability  of  the  carrier  to  render  it.  The  evi¬ 
dence  shows  that — 


(i)  Route  7  cities  had  been  starved  fori  air 
service  (J.A.  96-7).  A  number  of  witnesses  appear¬ 
ing  at  the  hearing  testified  that  more  service  was 
needed  (J.A.  34,  45-6,  64,  65-6,  110-11).  Prior  to 
1948  American  operated  two  DC-3  round  trips  over 
Route  7  per  day.  In  that  year  American  reduced 
the  service  to  one  round  trip  per  day  with  a  Con- 
vair  (J.A.  212).  This  reduction  in  service  resulted 
in  a  substantial  decrease  in  travel  (J.A.  94,  109). 
One  round  trip  was  inadequate  to  develop  traffic 
(J.A.  107,  108-9).  It  has  been  testified  that  in 
order  to  develop  traffic  properly  at  least  two  round 
trips  were  necessary,  also  that  as  frequency  in 
service  increases,  so  does  the  amount  of  travel 
(J.A.  217-9,  112-3). 

(ii)  North  Central  proposed  a  minimum  of  three 
round  trips  per  day  for  Route  7  (J.A.  120-1). 
These  w'ere  to  be  scheduled  for  early  morning, 
midday  and  evening  departures  from  both  Chicago 
and  Detroit.  This  type  of  service  was  possible  be¬ 
cause  North  Central  had  bases  at  both  cities  and 
could  originate  planes  from  these  points.  The  in¬ 
crease  in  service  and  the  timing  of  the  schedules, 
it  was  testified,  would  substantially  benefit  the  Route 
7  cities  (J.A.  95-6). 

This  type  of  commuter  service  with  a  midday 
round  trip  offered  by  North  Central  vras  not  offered 
by  Lake  Central.  It  offered  only  two  round-trip 
schedules,  one  in  the  morning  and  the  other  at 
night.  This  means  that,  practically  speaking,  one 
making  a  round  trip  between  any  two  cities  in 
Route  7  would  have  to  spend  at  least  an  entire  day. 
Commuter  service  by  Lake  Central  is  practically 
impossible  on  trips  to  Detroit,  because  of  the  short 
time  spread  between  the  time  of  the  first  arrival 
and  the  time  of  the  last  departure  (4  hours  and 
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40  minutes),  considering  the  distance  of  Willow 
Run  from  the  city  (over  1  hour’s  time),  leaving 
only  a  little  over  3  hours  for  transaction  of  busi¬ 
ness.  It  has  been  testified,  moreover,  that  two  trips 
per  day  would  not  be  sufficient  service  at  Kalamazoo 
(J.A.  34,  65-6). 

(iii)  North  Central  can  offer  this  extended  com¬ 
muter  service  because  it  has  the  necessary  facilities 
both  at  Chicago  and  at  Detroit  (J.A.  96-7,  116-17, 
119-20).  At  Chicago  it  has  51  employees  and  it 
has  S  at  Detroit  (J.A.  226,  114-16.  See  CAB  Form 
41,  Schedule  B-5,  December  1954).  It  is  to  North 
Central’s  interest  to  utilize  these  facilities  to  their 
optimum  efficiency.  A  route  connecting  such  facil¬ 
ities  accomplishes  this  objective  (J.A.  121-22). 
Lake  Central,  on  the  other  hand,  has  only  10  em¬ 
ployees  at  Chicago  and  no  facilities  at  Detroit. 

North  Central  is  intensely  interested  in  develop¬ 
ing  this  route  since  it  has  47  flights  per  day  into 
and  out  of  Chicago  and  8  flights  per  day  into  and 
out  of  Detroit.  Lake  Central  could  not  claim  such 
an  interest  with  its  four  flights  into  Chicago. 

(iv)  In  addition,  North  Central  offered  to  use 
both  the  Detroit  City  Airport  and  the  Willow  Run 
Airport  at  Detroit.  Since  1947  Detroit  passengers 
have  complained  of  the  time  and  expense  neces¬ 
sary  to  go  into  the  City  of  Detroit  from  the  Willow 
Run  Airport.  If  the  use  of  the  Detroit  City  Air¬ 
port  were  restored,  the  evidence  shows,  traffic 
would  be  revived  (J.A.  232,  99).  The  use  of  the 
two  airports  would  not  only  be  a  convenience  to 
Route  7  cities,  but  also  to  passengers  in  other 
Michigan  cities  on  North  Central’s  system  (J.A. 
99-100,  120-21). 
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Lake  Central  did  not  and  could  not  offer  the 
advantages  of  service  at  both  airports  in  Detroit 
to  the  Route  7  cities,  since  it  could  not  operate  suf¬ 
ficient  flights  into  the  Detroit  City  Airport  to  make 
the  operation  economical  (J.A.  99-100,  116-17). 

(v)  At  Kalamazoo,  North  Central  offered  east- 
west  service  at  that  city’s  own  airport  rather  than 
from  Battle  Creek,  which  is  23  miles  away  and 
which  necessitates  an  expenditure  of  $10  to  $15  for 
cab  fare  between  the  two  cities  (J.A.  202,  203,  46-7, 
51,  95-6).  All  estimates  indicated  that  Kalamazoo’s 
east-west  traffic  is  three  or  four  times  as  great  as 
its  north-south  traffic  and  that  unless  east-west 
service  is  provided  at  its  own  airport,  Kalamazoo 
will  not  be  served  adequately  (J.A.  44-5,  63-4,  95-6, 
86-7,  213).  As  has  been  stated,  two  schedules  at 
Battle  Creek  and  Kalamazoo  would  not  constitute 
adequate  service,  but  that  was  all  that  was  offered 
by  Lake  Central  (J.A.  34,  65-6). 

(vi)  North  Central  would  provide  service  across 
Lake  Michigan  to  Madison,  Milwaukee  and  other 
cities  on  North  Central’s  route.  The  evidence 
shows  that  there  is  a  substantial  undeveloped  air 
traffic  market  between  Route  7  cities  and  the  cities 
west  of  the  Lake,  and  the  evidence  further  shows 
that  there  is  need  for  direct  one-carrier,  one  plane 
service  between  these  points  (J.A.  62-3,  71,  74-5, 
227-50).  Obviously,  no  single-carrier,  much  less 
single  plane  service  was  or  could  be  offered  by 
Lake  Central. 

(vii)  The  evidence  shows  that  North  Central 
has  had  more  experience  in  the  Chicago  and  Michi¬ 
gan  area  than  Lake  Central  (J.A.  131).  The  former 
began  its  operation  into  Detroit  in  1953;  the  latter 
has  not  had  any  experience  in  this  respect.  North 
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Central  already  served  nine  cities  in  Michigan, 
while  Lake  Central  served  only  two. 

(viii)  North  Central  presented  a  complete  anal¬ 
ysis  of  its  proposed  operations.  NOR-22  through  26 
(J.A.  204-12)  deal  with  passenger  records  and 
service  patterns;  NOR-46  and  Chart  IV  (J.A.  221-2) 
compare  the  growth  of  passenger  traffic  on  Route  7 
with  that  of  the  North  Central  system.  NOR-27 
(J.A.  213)  deals  with  traffic  forecasts.  NOR-28 
(J.A.  214-16)  estimates  the  amount  of  off-segment 
but  on-line  traffic  which  would  flow  to  North  Cen¬ 
tral’s  system  from  operation  of  Route  7.  NOR-57 
59  (J.A.  227-30)  analyze  the  effect  of  providing 
Route  7  with  single-carrier,  single-plane  service  to 
North  Central  cities  west  of  Chicago;  NOR-42  and 
43  (J.A.  220-21)  show  the  results  of  traffic  genera¬ 
tion  and  costs  where  North  Central  and  other 
carriers  had  been  substituted  for  trunk  carriers. 
NOR-48  and  49  (J.A.  225-6)  show  the  uneconomic 
operations  of  Convairs,  while  NOR-47  (J.A.  223-4) 
shows  the  faster  operation  of  DC-3  equipment  for 
short  hops;  in  NOR-60  (J.A.  231-3)  is  estimated 
the  traffic  potential  of  the  Detroit  City  and  Willow 
Run  Airports  if  both  are  served.  In  NOR-23,  54 
and  55  (J.A.  226)  North  Central  has  analyzed  the 
traffic  at  Chicago  and  Detroit  and  has  set  forth  the 
facilities  of  the  competing  applicants  at  these  cities 
for  handling  of  this  traffic. 

In  contrast,  Lake  Central  presented  some  loosely 
drawn  and  hastily  prepared  exhibits,  with  so  few 
details  that  it  was  impossible  in  many  instances 
to  determine  how  the  estimates  had  been  arrived  at 
(J.A.  128).  It  is  thus  evident  that  there  is  sub¬ 
stantial  evidence  to  support  the  Board’s  finding  as 
to  the  value  and  adequacy  of  service  offered. 
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6.  Cost  of  Operation. 

The  finding  that  North  Central  could  operate  the  pro¬ 
posed  Route  7  at  a  lesser  cost  to  the  carrier  and  the 
Government  was  supported  by  subsidiary  findings  as  to 
the  expenses  of  the  two  carriers  per  revenue  plane  mile 
and  per  revenue  ton  mile,  by  findings  as  to  the  mail 
revenue  per  revenue  plane  mile  and  per  revenue  ton  mile, 
and  also  by  the  amount  which  each  carrier  would  require 
as  a  subsidy  from  the  Government  in  order  to  break  even. 
(J.A.  316-8). 

In  its  Petition  for  Review  (Section  III,  12(3))  Lake 
Central  objects  to  the  Board’s  finding  that  North  Cen¬ 
tral  could  operate  Route  7  more  cheaply  than  Lake  Cen¬ 
tral  (in  other  words,  at  lesser  expense  to  the  carrier).  In 
its  brief,  Lake  Central  does  not  treat  of  this  finding  at 
all,  but  in  lieu  thereof,  objects  to  the  Board’s  finding  that 
North  Central  would  operate  this  route  at  a  lesser  cost 
to  the  Government  (L.C.  Br.  pp.  19,  28-33,  40-1).  The 
point  raised  by  Lake  Central  in  its  Petition  for  Review 
may  therefore  be  considered  as  abandoned.  In  other 
words,  Lake  Central  can  now  be  presumed  to  admit  that 
North  Central’s  operation  would  involve  lesser  cost  to  the 
carrier.  The  point  raised  by  Lake  Central  in  its  brief  is 
improperly  raised,  because  it  is  not  included  in  the  Peti¬ 
tion  for  Review.  However,  we  do  not  wish  to  take  this 
technical  advantage.  We  shall  proceed  to  show  that  the 
Board’s  Finding  6  is  supported  by  substantial  evidence. 

By  way  of  caveat ,  it  should  be  pointed  out  that  North 
Central  submitted  more  realistic  cost  estimates  than  Lake 
Central.  For  example,  in  estimating  general  and  admin¬ 
istrative  expense  for  Route  7  operation,  North  Central’s 
figure  was  7.2  cents  per  mile  (J.A.  248-9),  while;  Lake 
Central’s  was  0.33  cents  per  mile  (J.A.  186-7),  despite 
the  fact  that  the  figures  pertaining  to  the  operations  of 
the  two  carriers  clearly  show  that  North  Central  is  a 
low  cost  carrier  and  that  Lake  Central  is  among  the 
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highest  cost  carriers.  Lake  Central’s  figure  as  to  gen¬ 
eral  and  administrative  expenses  was  unrealistic  and  im¬ 
possible  of  achievement  (J.A.  126-7,  128-9,  135).  Perhaps 
the  most  glaring  flaw  in  Lake  Central’s  estimates  was  a 
failure  to  include  a  sufficient  number  of  ground  personnel 
to  handle  Route  7  operations.  Despite  North  Central’s 
personnel  both  in  Chicago  and  in  Detroit,  North  Central 
estimated  that  it  would  require  28  additional  employees 
(J.A.  236).  Lake  Central  estimated  that  it  needed  only 
11  additional  ground  employees — one  at  Chicago,  one  at 
South  Bend,  one  at  Kalamazoo,  four  at  Battle  Creek,  and 
four  at  Jackson.  With  estimates  of  annual  passenger 
generation  on  Route  7  ranging  from  40,000  to  60,000, 
such  an  estimate  is  entirely  at  war  until  realities  (J.A. 
102,  127). 

In  addition  to  the  estimates  submitted  by  the  two  car¬ 
riers,  there  were  also  estimates  submitted  by  the  Board’s 
Bureau  of  Air  Operations.  There  was  great  variation 
between  the  estimates  made  by  the  Bureau  of  Air  Opera¬ 
tions  and  those  submitted  by  the  carriers,  and  the  Board 
rejected  the  estimates  submitted  by  the  Bureau  counsel. 

The  Examiner  found  that  North  Central  could  operate 
the  proposed  route  at  the  least  cost  to  the  carrier  and 
to  the  Government,  basing  his  finding  upon  the  Board’s 
“Comparative  Selected  Data  for  Local  Service  Carriers 
for  the  12  Months  ended  June  30,  1953.”  The  Board 
adopted  the  Examiner’s  finding,  adding  the  comparative 
data  for  the  vear  ended  June  30,  1954.  Lake  Central’s 
complaint  is  that  the  Board  did  not  follow  the  estimates 
submitted  by  Bureau  Counsel,  insisting,  it  would  appear, 
that  the  Board  should  have  abdicated  its  function  to  one 
of  its  subordinates. 

Ordinarily  we  should  have  gone  into  a  lengthy  analysis 
of  the  figures  submitted  in  order  to  show  that  the  Board’s 
finding  is  supported  by  substantial  evidence.  However, 
in  this  case  it  is  not  necessary  to  go  through  the  conflict- 
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mg  evidence  in  the  record.  The  data  filed  by  the  carriers 
in  Form  41  for  the  first  nine  months  of  1954  and  stipulated 
by  the  parties  into  the  record  (J.A.  15-16,  24-5,  Item  12), 
show  that  the  operating  expenses  of  North  Central  were 
108.43  cents  per  plane  mile,  while  Lake  Central’s  operat¬ 
ing  expenses  were  123.50  cents  per  plane  mile.  Lake 
Central’s  costs  were  thus  approximately  15  percent 
greater  than  North  Central’s.  On  this  basis  it  must  be 
concluded  that  the  cost  of  operation  to  North  Central 
would  be  less  than  to  Lake  Central. 

After  deducting  the  non-mail  revenue  (66.23  cents  for 
North  Central  and  38.95  cents  for  Lake  Central)  and  the 
service  mail  revenue  (3.49  cents  for  North  Central  and 
4.62  cents  for  Lake  Central)  the  difference,  which  is  the 
subsidy  paid  by  the  Government,  was  38.71  cents  per 
plane  mile  for  North  Central  and  79.93  cents  per  plane 
mile  for  Lake  Central.  In  other  words,  the  Government 
subsidy  to  Lake  Central  is  over  100  percent  more  than 
that  paid  to  North  Central.  Obviously  then  North  Cen¬ 
tral’s  operation  would  be  much  less  costly  to  the  Govern¬ 
ment  that  Lake  Central’s. 

7.  Promptness. 

The  finding  that  North  Central  would  institute  the 
service  more  promptly  than  Lake  Central  is  supported 
by  subsidiary  findings  that  North  Central  is  in  a  better 
position  to  finance  the  introduction  of  the  service  (J.A. 
369,  475-6) ;  that  it  had  substantial  credit  commitments, 
while  Lake  Central  was  relatively  financially  weak  with 
respect  to  credit  and  that  this  would  interfere  with  start¬ 
ing  the  service  (J.A.  317,  322-3).  There  are  also  sub¬ 
sidiary  findings  to  the  effect  that  North  Central  is  al¬ 
ready  established  at  Chicago  and  at  Detroit,  whence  97 
percent  of  Route  7  traffic  would  be  handled  (J.A.  320-1). 
In  contrast,  there  is  a  finding  that  Lake  Central  had  ter¬ 
minal  facilities  at  Chicago,  but  not  at  Detroit,  and  that 


20 


it  only  planned  to  arrange  for  joint  facilities  with  other 
carriers  at  Detroit  (J.A.  316-7). 

The  evidence  in  support  of  this  finding  may  be  sum¬ 
marized  as  follows: 

(i)  As  has  already  been  pointed  out,  North  Central 
has  extensive  facilities  at  both  Chicago  and  Detroit. 
Lake  Central  had  some  facilities  at  Chicago  and  only 
intended  to  arrange  for  facilities  at  Detroit  (J.A.  88, 
96-7,  101-2,  116-7,  119-20).  Getting  facilities  at  an 
airport  like  Detroit  is  not  anything  that  can  be  ac¬ 
complished  overnight.  There  is  bound  to  be  delay 
incident  to  negotiations  even  if  it  be  assumed  that 
thev  would  result  favorablv.  It  took  North  Central 
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some  five  years  to  establish  itself  adequately  at  Chi¬ 
cago  (J.A.  117). 

(ii)  North  Central  had  four  surplus  DC-3  aircraft, 
together  with  the  needed  trained  personnel  and 
ground  equipment,  which  it  was  ready  to  put  into 
operation  of  Route  7.  Lake  Central  intended  to  pur¬ 
chase  one  DC-3  plane  (J.A.  18S-9).  There  is  always 
delay  and  uncertainty  incident  to  such  purchase,  and 
the  integration  of  such  aircraft  with  the  carrier’s 
fleet. 

(iii)  North  Central  needed  less  than  $15,000  to  put 
this  route  into  operation  (J.A.  134-5,  201,  237-8).  On 
the  other  hand,  Lake  Central  estimated  that  it  needed 
$84,000  to  inaugurate  service  over  Route  7  (J.A. 
188-9).  This  estimate,  however,  is  far  from  real  for 
the  following  reasons: 

First,  Lake  Central  estimated  that  it  could  oper¬ 
ate  Route  7  with  one  plane  making  two  round  trips 
per  day.  There  is  already  evidence  in  the  record 
that  two  trips  would  not  constitute  adequate  serv¬ 
ice  at  Kalamazoo  (page  14,  supra).  Hence,  at 
least  two  planes  would  be  required. 
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Second ,  Lake  Central  estimates  that  a  DC-3 
plane  purchased  and  zeroed  would  cost  $65,000. 
The  evidence  shows,  however,  that  the  cost  would 
be  between  $S0,000  and  $90,000  (J.A.  139).  Thus, 
there  is  an  underestimate  of  either  $20,000  or 
or  $100,000,  depending  on  whether  one  or  two 
planes  would  be  required. 

Third,  Lake  Central  makes  no  provision  for  ad¬ 
ditional  working  capital,  even  though  a  substantial 
number  of  ground,  flight  and  other  employees  would 
be  needed,  and  even  though  Lake  Central  itself 
estimated  that  leasing  of  Detroit  facilities  would 
cost  a  minimum  of  $1,000  per  month. 

Fourth,  North  Central  has  credits  sufficient  to 
make  available  the  required  amount  of  some  $15,000 
(J.A.  123-6,  237-S).  Lake  Central  planned  to  raise 
its  estimated  sum  of  $84,000  in  two  steps — (1)  by 
reborrowing  $280,000  on  its  existing  seven  planes, 
the  debt  on  which  had  been  reduced  to  $170,000, 
thus  making  available  approximately  $110,000;  and 
(2)  by  borrowing  $50,000  on  its  new  aircraft,  thus 
making  available  a  total  of  $160,000  for  activation 
of  Route  7. 

The  evidence  shows,  however,  that  it  would  be 
highly  problematical  that  a  bank  would  lend  $280,- 
000  on  the  existing  seven  aircraft  (J.A.  127-8). 
Lake  Central’s  own  Vice  President  testified  that 
neither  the  bank  (Merchants  National  Bank)  nor 
its  directors  nor  its  financial  committee  had  con¬ 
sented  to  such  an  increase  in  the  loan  (J.A.  87). 

Thus,  the  inauguration  of  service  on  Rouse  7  by  Lake 
Central  was  contingent  upon  (1)  its  ability  to  borrow 
$50,000  on  an  additional  DC-3  plane;  (2)  its  ability  to 
borrow  $280,000  on  its  present  loan;  (3)  its  ability  to 
purchase  a  DC-3  plane  for  $65,000;  (4)  its  ability  to 


operate  Route  7  without  additional  capital;  and  (5)  that 
Route  7  would  require  only  one  DC-3.  There  are  uncer¬ 
tainties  and  delays  connected  with  each  of  these  con¬ 
tingencies. 

8.  Integration . 

The  finding  that  Route  7  would  integrate  more  easily 
with  North  Central’s,  than  with  Lake  Central’s  system, 
is  supported  by  a  large  number  of  subsidiary  findings: 
Not  only  does  North  Central  have  terminal  facilities  both 
at  Chicago  and  Detroit,  but  North  Central  is  also  certifi¬ 
cated  to  operate  at  eight  additional  cities  in  Michigan 
(J.A.  319-20).  Other  subsidiary  findings  are  that  North 
Central  will  be  able  to  obtain  maximum  rotation  and 
utilization  of  its  equipment  and  facilities  (J.A.  320-1, 
340,  371)  and  would  be  able  to  generate  traffic  better 
than  Lake  Central  (J.A.  321);  that  the  frequency  of 
North  Central’s  schedules  offers  considerable  opportunity 
to  tailor  its  schedules  so  as  to  provide  single-plane  service 
between  Route  7  points  and  such  other  points  on  North 
Central’s  system  as  Madison  and  Milwaukee  (J.A.  371) ; 
that  while  operation  of  Route  7  by  Lake  Central  would 
constitute  a  significant  improvement  over  the  service  now 
available  to  the  public,  such  an  improvement  would  not 
compare  in  importance  to  the  single-plane  service  which 
North  Central  would  provide  (J.A.  340,  371-2) ;  that  even 
if  it  were  assumed  that  North  Central’s  evidence  regard¬ 
ing  across-the-Lake  sendee  is  overly  optimistic,  this  does 
not  negative  the  fact  that  North  Central  would  be  in  an 
excellent  position  to  offer  single-plane  service  across  the 
Lake  by  routing  its  planes  through  Chicago  (J.A.  372). 

These  subsidiary  findings  are  amply  supported  by  evi¬ 
dence  : 

(i)  North  Central  has  terminal  facilities  in  both 
Chicago  and  Detroit.  In  addition,  it  is  certificated 
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to  operate  at  eight  additional  cities  in  Michigan.  Route 
7  would  thus  close  up  the  gap  between  two  of  its 
terminals  (J.A.  121-2).  Lake  Central,  on  the  other 
hand,  has  terminal  facilities  at  Chicago  and  at  Indian¬ 
apolis  and  is  certificated  to  operate  at  South  Bend 
and  at  Kalamazoo.  Its  operation  to  Detroit  would  not 
serve  to  integrate  its  existing  system  but,  rather,  to 
send  out  another  pseudopodium  dangling  by  itself. 

(ii)  North  Central  can  offer  more  service  over 
Route  7,  because,  as  of  June  1,  1954,  it  operated  47 
flights  to  and  from  Chicago  and  8  flights  to  and  from 
Detroit,  and  it  could  easily  extend  some  of  these 
flights  over  Route  7.  Operationally,  the  flights  over 
Route  7  would  be  integrated  with  the  service  over 
the  already  certificated  routes  (J.A.  121-2).  By  com¬ 
parison,  Lake  Central  had  only  four  flights  daily  to 
and  from  Chicago  and  none  to  Detroit  (J.A.  176), 
hence  such  operational  advantages  would  not  be  as 
great. 

(iii)  Operation  over  Route  7  would  mean  greater 
integration  of  facilities,  both  human  and  equipment. 
North  Central  had  51  employees  at  Chicago  and  a 
substantial  staff  at  Detroit  (J.A.  114-5,  226).  Lake 
Central  had  10  employees  at  Chicago  and  none  at 
Detroit.  North  Central  had  18  DC-3  aircraft;  Lake 
Central  had  7  aircraft.  Operationally  this  means  that 
Route  7  would  enable  North  Central  to  obtain  maxi¬ 
mum  utilization  of  its  existing  facilities  and  would 
permit  optimum  rotation  and  utilization  of  equip¬ 
ment  to  a  far  greater  extent  than  in  the  case  of  Lake 
Central  (J.A.  121-2).  This  is  a  very  important  con¬ 
sideration  in  the  granting  of  certificates. 

(iv)  Not  only  would  Route  7  integrate  into  North 
CentraPs  operation  between  Chicago  and  Detroit,  but 
also  with  North  CentraPs  system  west  of  Lake  Michi- 
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gan.  There  would  be  development  of  traffic  between 
Route  7  cities  and  cities  like  Madison,  Green  Bay, 
LaCrosse,  Wausau  and  Milwaukee  (J.A.  62-3,  74-5, 
95,  95-6,  118-9,  122,  131-2). 

B.  THERE  IS  NO  MERIT  TO  LAKE  CENTRAL’S 

TRIPOD  ARGUMENT 

Lake  Central’s  tripod  argument  is  that  the  Board’s 
conclusion  is  based  on  three  findings  “taken  together,”  as 
if  it  were  resting  on  three  legs,  and  that  if  any  one  of 
the  findings  is  unsupported  by  substantial  evidence,  then 
the  entire  conclusion  falls.  How  fallacious  argument  by 
analogy  can  be!  A  biped,  like  a  human  or  a  goose,  can 
balance  itself  standing  on  one  leg,  but  if  a  third  leg  is 
added,  then  the  body  becomes  a  table  or  a  stool  and 
cannot  remain  standing  if  one  of  the  legs  is  sawed  off. 
Fortunately,  the  Board’s  conclusion  is  more  in  the  nature 
of  an  octopus  (since  there  are  eight  findings),  well  able 
to  lose  from  one  to  three  legs  and  still  remain  standing. 

There  is  no  merit  to  Lake  Central’s  argument  that 
there  were  only  three  findings  made  by  the  Board,  or 
that  these  three  findings  must  be  “taken  together”  in 
testing  their  adequacy  to  support  the  conclusion.  The 
findings  are  adequate  to  support  the  conclusion,  if  each 
of  the  last  four  findings  is  considered  in  conjunction  with 
the  first  four  findings. 

1.  Sufficiency  of  Findings  1-5 

The  first  four  findings  go  to  the  proposition  that  a 
certificate  of  operate  Route  7  should  be  granted  either  to 
North  Central  or  to  Lake  Central.  Finding  5  is  sufficient 
to  support  the  conclusion  that  such  certificate  should  be 
granted  to  North  Central,  rather  than  Lake  Central  (p. 
12). 

The  evidence  shows  that  North  Central’s  plan  of 
operating  Route  7  is  more  comprehensive  and  more  re- 


sponsive  to  the  needs  of  the  people  in  the  area.  Even 
if  all  the  other  findings  gave  North  Central  no  advan¬ 
tage  over  Lake  Central,  this  finding  as  to  the  service 
offered  by  the  two  applicants  would  support  the  Board’s 
conclusion. 

If  two  round  trips  offered  by  Lake  Central  are  ade¬ 
quate,  then  the  service  offered  by  North  Central  is  more 
adequate.  The  conclusion  to  grant  a  certificate  to  North 
Central  would  thus  carry  out  the  Congressional  policy 
to  promote  “adequate,  economical  and  efficient  service” 
(49  U.S.C.  402(c)). 

The  Board  has  followed  this  quasi-legislative  standard 
in  previous  decisions.  All  American  Certificate  Renewal 

Case,  Docket  No.  5053,  Order  No.  E-7294,  decided  April 
10,  1953,  p.  6;  Pacific  Northwest-Hawaii  Service  Case, 
9  CAB  414,  424ff,  430  (1948) ;  North  Central  Case,  7  CAB 
639,  675  (1946) ;  T exas-Oldalioma  Case,  7  CAB  481,  521 
(1946) ;  Service  to  the  Rocky  Mountain  States  Area, 
6  CAB  695,  734-5  (1946). 

In  this  view,  there  is  really  no  need  to  consider  Lake 
Central’s  argument  as  to  findings  6,  7  and  8.  Any  error 
in  these  findings  would  be  harmless  error.  Sisto  v.  CAB, 
179  F.2d  47,  51  (1949) ;  M  &  M  Transportation  Co.  v.  U.S., 
(D.C.  Mass);  128  F.  Supp.  296,  302  (1955),  aff’d.  350 
U.S.  857  (1955). 

2.  Sufficiency  of  Findings  1-6. 

Assuming  that  Findings  1-5  are  not  sufficient  to  sup¬ 
port  the  Board’s  conclusion,  we  submit  that  Finding  6  so 
supplements  the  first  five  findings  as  to  support  the 
Board’s  conclusion  adequately.  Finding  6  is  to  the  effect 
that  North  Central’s  operation  would  be  less  costly  to 
the  carrier  and  to  the  Government,  and  Lake  Central 
questions  the  validity  of  this  finding  only  to  the  extent  of 
the  costs  to  the  Government. 
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Had  the  Board  found  that  North  Central  would  operate 
Route  7  at  a  lesser  cost  (subsidy)  to  the  Government 
alone,  as  the  finding  is  incorrectly  stated  by  Lake  Cen¬ 
tral  (L.C.  Br.,  pp.  15-16,  19),  such  a  finding  would  have 
been  adequate  to  support  the  conclusion  that  the  Board 
should  select  an  airline  which  would  impose  a  lesser 
burden  on  the  Government.  A  fortiori ,  when  the  finding 
is  that  North  Central  could  operate  this  route  at  a  lesser 
cost  both  to  the  carrier  and  to  the  Government,  the  find¬ 
ing  is  adequate  to  support  the  conclusion  (See  p.  17, 
supra).  This  .means  that  not  only  would  there  be  a  lesser 
demand  for  subsidy,  but  also  that  (i)  there  would  be 
greater  opportunity  to  develop,  improve  and  increase 
the  service,  (ii)  lesser  cost  is  probably  the  best  index 
of  efficiency,  and  (iii)  lesser  cost  means  greater  economy 
and  greater  probability  for  continuity  of  operation. 

“Lesser  cost  to  the  carrier  and  to  the  Government” 
has  been  regarded  by  the  Board  as  its  quasi-legislative 
standard  for  favoring  the  grant  of  certificate  to  one 
carrier  rather  than  another.  Pacific  Northwest-Haiuaii 
Service  Case,  9  CAB  414,  424ff,  430  (1948);  Mississippi 
Valley  Case,  8  CAB  726,  738  (1947) ;  North  Central  Case, 
7  CAB  639,  674  (1946).  This  also  is  in  accord  with  the 
legislative  policy  of  promoting  “adequate,  economical  and 
efficient  service  by  air  carriers”  (49  U.S.C.  402(c)). 

We  submit,  therefore,  that  findings  1-6  are  adequate  to 
support  the  conclusion. 

3.  Sufficiency  of  Findings  1-7. 

Assuming  arguendo  that  Findings  1-6  are  not  sufficient 
to  support  the  Board’s  conclusion,  it  is  submitted  that 
Finding  7  lends  sufficient  additional  support  to  the  con¬ 
clusion.  This  is  the  finding  that  North  Central  could 
institute  the  service  more  promptly  than  Lake  Central. 
This  is  a  finding  which  is  adequate  to  support  the  con¬ 
clusion  as  to  the  selection  of  the  local  carrier,  because  it 
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was  necessary  to  continue  the  service  previously  rendered 
by  American.  *  Had  the  Board  selected  Lake  Central, 
rather  than  North  Central,  it  might  have  been  necessary 
to  continue  American’s  inadequate  and  uneconomical 
operations,  or  to  interrupt  the  service  altogether,  until 
Lake  Central  would  be  in  a  position  to  institute  this 
service.  Thus,  this  finding  by  itself  was  adequate  to 
support  the  conclusion  (See  p.  19,  supra).  Central  Cer¬ 
tificate  Renewal  Case,  Docket  No.  4083,  Order  No.  E-7307, 
April  17,  1935;  Parks  Investigation  Case,  11  CAB  779, 
787  (1950),  affirmed  by  this  Court  in  Continental  Southern 
Lines  v.  Civil  Aeronautics  Board,  197  F.  2d  397,  402-3 
(1951).  It  certainly  lends  additional  and  adequate  sup¬ 
port  for  the  conclusion  reached  on  the  basis  of  each  of 
the  previous  findings. 

4.  Sufficiency  of  Findings  1-8. 

The  finding  that  Route  7  would  integrate  better  into 
North  Central’s  system  than  in  Lake  Central’s  is  also 
one  which  would  be  adequate  to  support  the  selection  of 
North  Central  rather  than  Lake  Central  to  operate  this 
route.  Integration  of  a  route  into  a  system  is  of  great 
importance  both  from  the  standpoint  of  economy  of 
operation  and  traffic  development,  and  from  the  stand¬ 
point  of  rendering  adequate  and  efficient  service  to  the 
people  in  the  area.  Therefore,  this  finding  is  adequate 
to  support  the  conclusion  that  North  Central,  rather  than 
Lake  Central,  should  have  been  selected  (See  p.  22,  supra). 
This,  also,  has  been  regarded  by  the  Board  as  a  proper 
quasi-legislative  standard  for  favoring  one  carrier  as 
against  another,  in  accord  with  the  Congressional  policy 
stated  above.  Reopened  Mississippi  Valley  Case  and 
Southeastern  States  Cases,  11  CAB  979,  991  (1940); 


*  It  is  significant  that  North  Central  commenced  its  Route  7 
operation  as  soon  as  the  certificate  became  effective,  without  in¬ 
terruption  in  service. 
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Braniff  Airways,  Inc.  et  al.  and  Memphis-OJclahoma  City- 
El  Paso  (Supplemental  Opinion),  6  CAB  305,  308  (1945). 

We  have  thus  shown  that  the  eight  findings  supplement 
each  other  and  lend  support  to  the  conclusion.  We  have 
also  shown  that  the  conclusion  can  well  be  supported 
without  the  combined  effort  of  all  of  the  findings.  There¬ 
fore,  while  Lake  Central  is  "wrong  in  saying  that  the 
conclusion  must  fall,  if  one  of  the  findings  is  unsupported 
by  substantial  evidence,  the  reverse  holds  true.  There  is 
compliance  by  the  Board  with  the  law  as  to  administra¬ 
tive  finality  if  the  first  four  and  one  or  more  of  the 
other  findings  are  adequate  to  support  the  conclusion,  and 
are  in  turn  supported  by  substantial  evidence. 

C.  THERE  IS  NO  MERIT  IN  LAKE  CENTRAL’S 
ARGUMENT  THAT  THE  FINDINGS  ARE 
OTHERWISE  INADEQUATE. 

Lake  Central  argues,  however,  that  the  findings  are 
inadequate  because  (1)  they  are  not  supported  by  “  sub¬ 
sidiary”  findings  (L.C.  Br.  p.  20),  and  (2)  the  Board 
has  failed  to  make  other  findings  to  Lake  Central’s 
prejudice  (L.C.  Br.  p.  38).  We  submit  that  Lake  Cen¬ 
tral  errs  on  both  grounds. 

1.  There  Is  No  Requirement  of  Subsidiary  Findings . 

Lake  Central  cites  no  authority  for  the  proposition 
that  basic  findings  which  support  an  ultimate  conclusion 
or  inference  of  fact  must  in  turn  be  supported  by  “sub¬ 
sidiary  findings.”  If  there  "were  a  requirement  like  the 
one  suggested  by  Lake  Central,  then  there  w~ould  be  no 
telling  how-  minutely  an  administrative  body  .must  demon¬ 
strate  each  fact  in  order  to  support  its  conclusion. 

Far  from  citing  authority  for  this  proposition,  Lake 
Central  immediately  retracts  it,  stating  (L.C.  Br.  p.  38) : 
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“This  does  not  mean,  of  course,  that  there  must  be 
findings  of  every  subsidiary  evidentiary  fact,  but  it 
does  mean  that  the  Board  must  find  the  basic  under¬ 
lying  facts,  American  Broadcasting  Company  v.  Fed¬ 
eral  Communications  Commission ,  85  App.  D.G.  343, 
179  U.S.  437  (1949),  and  that  there  be  no  omissions 
which  are  prejudicial  to  a  complainant.  State  Corpo¬ 
ration  Commission  of  Kansas  v.  Federal  Power  Com¬ 
mission,  206  F.  2d  690,  722,  723  (CA-8,  1953),  cert, 
den.  343  U.S.  922,  rehearing  den.  347  U.S.  1002.’  * 

The  first  case  cited  stands  for  the  proposition  that  the 
ultimate  fact  must  be  supported  by  the  basic  or  under¬ 
lying  facts.  It  was  an  opinion  written  by  the  author  of 
the  opinion  in  the  Saginaw  Broadcasting  Case,  (supra). 
There  is  nothing  in  this  case  which  would  require  that 
basic  or  underlying  facts  be  supported  by  subsidiary 
findings,  or  that  they  should  in  turn  be  supported  by 
sub-subsidiary  findings,  etc. 

Thus,  Lake  Central  is  wrong  on  two  grounds:  First, 
because  there  is  no  requirement  that  basic  findings  must 
be  supported  by  subsidiary  findings,  and  second,  because 
each  of  the  Board’s  basic  findings  is  supported  by  sub¬ 
sidiary  findings  (pp.  9-12,  17,  19,  22,  supra). 

2.  The  Board  Has  Not  Omitted  Findings  to  Lake 

Central’s  Prejudice 

The  case  of  State  Corporation  Commission  of  Kansas 
v.  Federal  Power  Commission,  cited  by  Lake  Central,  does 
not  stand  for  the  proposition  cited,  but  merely  for  the 
proposition  that  the  basic  findings  must  be  such  as  to 
lead  to  the  conclusion  reached.  The  reviewer  of  the  facts 
must  be  able  to  arrive  at  the  conclusion  upon  a  reading  of 
the  basic  findings  made.  If  the  conclusion  reached  is  not 
supported  by  any  findings,  or  if  the  findings  made  are 
not  by  themselves  sufficient  to  lead  to  the  conclusion 
reached,  then  they  are  not  adequate.  This  is  the  import 
of  the  case  of  Florida  v.  United  States,  supra. 
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However,  we  agree  with  the  proposition  advanced  that 
for  findings  to  be  adequate  there  must  be  “no  omissions 
which  are  prejudicial  to  a  complainant.”  The  test  of  this 
requirement  is  that,  if  the  question  at  issue  requires  the 
making  of  a  basic  finding  and  if  the  basic  finding  would 
lead  to  a  different  conclusion  than  that  reached,  then  the 
omission  of  such  finding  is  prejudicial  error.1 

Illustration — 

The  question  at  issue  is  whether  X  has  obtained 
good  title  to  a  tract  of  land.  Upon  substantial  evi¬ 
dence,  the  court  finds  that  on  January  1,  1956,  Y  had 
title  to  the  land,  which  title  was  obtained  bv  him 
through  mesne  conveyances  dating  back  to  the  grant 
of  King  Charles  I;  that  on  January  1,  1956,  Y,  for 
good  and  valuable  consideration,  conveyed  the  land 
to  X.  The  court  therefore  concludes  that  X  has  good 
title  to  the  land.  These  findings  by  themselves  may 
be  adequate  to  support  the  conclusion  reached.  How¬ 
ever,  the  record  contains  evidence  to  the  effect  that 
shortly  prior  to  January  1,  1956,  Y  had  been  declared 
von  compos  mentis  and  that  he  had  so  remained  on 
the  date  of  the  conveyance.  The  finding  of  this  fact 
was  necessary  in  order  to  determine  the  issue  in  the 
case.  The  finding,  if  made,  would  have  led  to  a  dif¬ 
ferent  conclusion  than  that  reached  by  the  court. 
Therefore,  the  omission  of  this  finding  constituted 
prejudicial  error. 

This  is  what  is  meant  by  “omissions  which  are  prejudi¬ 
cial  to  a  complainant.”  But  this  is  not  the  import  of 
Lake  Central’s  argument.  It  does  not  set  forth  any  find¬ 
ings  which  were  required  by  the  record  and  which,  if 
made,  would  have  compelled  the  Board  to  arrive  at  a 
different  conclusion. 

Again  it  should  be  pointed  out  that  Lake  Central’s 
attack  is  directed  only  to  Findings  6,  7  and  8.  There  is 
no  charge  of  omission  as  to  Finding  5.  But  even  as  to 


1  United  Airlines  v.  C.A.B.  155  F.  2d  169,  176  (1946). 
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Findings  6,  7  and  8,  Lake  Central’s  argument  falls  far 
short  of  showing  any  prejudicial  omissions. 

(a)  Cost  of  Operation 

With  reference  to  Finding  6,  that  North  Central  would 
operate  more  cheaply  than  Lake  Central,  Lake  Central 
does  not  complain  that  the  record  requires  a  finding  that 
Lake  Central  could  operate  Route  7  at  a  lesser  cost  to 
it  and  to  the  Government  and  that  this  finding,  if  made, 
would  require  that  the  award  of  the  certificate  be  made 
to  Lake  Central.  It  does  not  even  complain  of  the  Board’s 
failure  to  accept  Lake  Central’s  own  estimates  as  to  its 
owm  costs.  Lake  Central’s  complaint  seems  to  be  that  the 
Board  did  not  adopt  the  estimates  made  by  the  Bureau 
of  Air  Operations.  It  goes  to  the  extent  of  complaining 
that  the  Board  in  its  original  opinion  had  failed  to 
express  its  views  about  the  Bureau’s  estimates.  The 
Board  did  express  itself  fully  on  the  subject  in  its  sup¬ 
plemental  opinion,  when  it  rejected  the  Bureau’s  esti¬ 
mates  and  refused  to  surrender  its  functions.  The  Board 
found  instead  that  the  estimates  made  by  the  Bureau 
concerning  North  Central’s  costs  of  operation  were  based 
upon  obsolete  data,  and  that  there  was  a  significant  dis¬ 
parity  between  these  estimates  and  the  more  up-to-date 
data  of  North  Central  based  upon  actual  experience 
(J.A.  473-5).  Lake  Central  seems  to  think  that  the 
Board’s  action  was  a  prejudicial  omission,  because  it  did 
not  explain  “why  the  alleged  disparity  made  the  Bureau’s 
estimate  invalid.”  (L.C.  Br.,  p.  40).  Obviously,  this  is 
not  an  omission  of  a  finding  which  would  render  the 
findings  made  inadequate  to  support  the  conclusion 
reached. 

(b)  Promptness 

Lake  Central  complains  that  the  Board’s  finding  (that 
North  Central  would  institute  the  service  with  greater 
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promptness  than  Lake  Central)  involved  an  omission, 
because  one  of  the  subsidiary  findings  made  in  support 
of  this  finding  was  that  Lake  Central’s  working  capital 
position  would  place  it  at  a  disadvantage  in  the  prompt 
inauguration  of  local  air  service  (L.C.  Br.,  pp.  34-5,  41). 
Lake  Central  overlooks  all  other  considerations  which 
would  go  into  the  question  as  to  the  promptness  of  the 
inauguration  of  the  air  service. 

It  complains  bitterly  of  the  fact  that  the  Board  has  also 
found  that  Lake  Central  was  financially  fit  to  operate 
this  service  (L.C.  Br.,  p.  34).  Financial  ability,  how¬ 
ever,  isn’t  anything  which  is  either  black  or  white.  Lake 
Central  may  be  financially  able  to  undertake  to  operate 
Route  7  and  yet  not  be  financially  able  to  do  it  promptly, 
or  as  promptly  as  North  Central.  Here  again,  Lake  Cen¬ 
tral’s  complaint  does  not  go  to  the  sufficiency  of  the  exist¬ 
ing  findings  or  to  omissions  of  other  necessary  findings 
which  must  lead  to  a  different  conclusion,  but,  rather,  to 
a  failure  on  the  part  of  the  Board  to  go  into  explanations 
or  historical  treatments  of  an  exhaustive  character. 

(c)  Integration 

With  reference  to  the  Board’s  finding  of  better  integra¬ 
tion  of  Route  7  with  North  Central’s  than  with  Lake  Cen¬ 
tral’s  system,  Lake  Central  does  not  say  that  the  record 
made  required  a  finding  that  Route  7  would  integrate  into 
Lake  Central’s  existing  system  better  than  into  North 
Central’s  existing  system,  and  that  had  the  Board  made 
this  finding  it  should  have  arrived  at  the  conclusion  that 
Lake  Central  was  entitled  to  the  certificate. 

Lake  Central’s  complaint  is  that  the  alleged  omission 
consisted  of  the  Board’s  failure  to  make  exhaustive 
analyses  of  North  Central’s  exhibits,  and  of  its  failure  to 
give  various  explanations  as  to  why  the  Board  could 
dispense  with  American’s  existing  through  service  at 
Detroit,  etc.  (L.C.  Br.,  p.  39).  All  this  is  based  on  the 
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supposition  that  the  Board’s  finding  as  to  the  integra¬ 
tion  of  Route  7  with  North  Central’s  existing  system 
was  based  solely  on  North  Central’s  ability  to  provide 
one-plane  service  between  intermediate  cities  on  the  route 
and  North  Central’s  cities  west  of  Lake  Michigan.  This 
type  of  argument  is  at  best  a  straw-man  approach.  It  is 
not  a  showing  of  prejudicial  omission  of  required  findings. 

D.  THE  BOARD’S  FINDINGS  ARE  SUPPORTED 
BY  SUBSTANTIAL  EVIDENCE  ON  THE  REC¬ 
ORD  CONSIDERED  AS  A  WHOLE 

Lake  Central  argues  that  “all  of  the  principal  bases 
of  the  Board’s  orders  are  unsupported  by  substantial 
evidence  on  the  record  considered  as  a  whole”  (L.C.  Br., 
p.  14).  We  think  that  there  is  no  substance  to  Lake 
Central’s  argument. 

We  have  assumed  the  burden  of  showing,  and  we  did 
show,  that  Lake  Central  has  not  disputed  the  first  four 
findings,  that  each  of  the  other  four  findings  (together 
with  the  first  four)  is  adequate  to  support  the  Board’s 
conclusion,  and  that  a  fortiori  all  of  the  latter  four 
findings  or  any  combination  of  them  support  the  Board’s 
conclusion;  also  that  each  of  the  four  findings  is  sup¬ 
ported  by  substantial  evidence.  This  is  as  far  as  an 
affirmative  showing  can  go.  It  is  now  the  burden  of 
Lake  Central  to  show  that  by  a  “consideration  of  the 
record  as  a  whole,”  the  evidence  supporting  each  of  the 
findings  5  through  8  is  rendered  unsubstantial.  *  Lake 


*  Here  again  we  are  favoring  Lake  Central  with  an  approach 
which  we  think  is  erroneous.  With  all  that  had  been  said  re¬ 
cently  in  Universal  Camera  Co.  v.  N.L.R.B.,  340  U.S.  474  (1951) ; 
N.L.R.B.  v.  Pittsburgh  Steamship  Co.,  340  U.S.  498  (1951)  ;  and 
F.C.C.  v.  Allentown  Broadcasting  Co.,  349  U.S.  358  (1955),  con¬ 
cerning  the  scope  of  review  of  administrative  proceedings,  we 
think  that,  both  analytically  and  historically,  the  phrase  “sub¬ 
stantial  evidence  on  the  record  considered  as  a  whole”  is  a  stand¬ 
ard  for  sustaining,  rather  than  for  striking  down  administrative 
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Central  has  completely  failed  in  this  regard  with  respect 
to  findings  5  through  8. 

1.  Finding  5 — Adequacy  of  Service  Offered 

The  evidence  shows  that  the  service  offered  by  North 
Central  is  more  adequate  than  that  offered  by  Lake 
Central.  Lake  Central  does  not  attack  this  finding  or 
the  sufficiency  of  the  evidence  to  support  it.  Therefore, 
the  Board’s  decision  must  be  sustained. 

2.  Finding  6 — Cost  of  Operation 

The  evidence  shows  that  North  Central  can  operate 
Route  7  more  economically  (i.e.,  at  a  lesser  cost  to  the 
carrier)  than  Lake  Central.  Lake  Central  does  not  attack 


action.  Thus:  Where  the  decision  is  artistic  (i.e.,  the  conclusion 
is  supported  by  findings  separately  numbered,  accompanied  by  an 
opinion  showing  how  each  of  the  findings  is  supported  by  sub¬ 
stantial  evidence,  also  how  the  findings  logically  lead  to  the  con¬ 
clusion)  there  is  no  need  of  “considering  the  record  as  a  whole.” 
However,  the  law  does  not  require  administrative  agencies  to 
write  artistic  decisions,  and  in  many  instances  the  facts  are  so 
interwoven  that  they  do  not  easily  lend  themselves  to  a  treat¬ 
ment  of  separately  numbered  findings,  each  supported  by  sub¬ 
stantial  evidence.  Then  it  is  incumbent  upon  the  court,  in  re¬ 
viewing  the  administrative  decision,  to  consider  “the  record  as 
a  whole”  to  see  whether  the  findings  made  are  nevertheless  sup¬ 
ported  by  substantial  evidence. 

As  Mr.  Justice  Frankfurter  pointed  out,  in  the  Taft-Hartley 
Act,  Congress  legislated  a  “mood,”  in  fact  a  hostile  mood.  We 
think,  however,  that  it  would  be  an  encroachment  upon  the  judi¬ 
cial  power  to  require  that  the  courts  adjudicate  in  such  a  hostile 
mood.  We  also  think  that  the  difference  in  language  in  the  Taft- 
Hartley  Act  and  the  Administrative  Procedure  Act  calls  for  a 
difference  in  scope  of  review. 

We  realize  that  in  this  case  the  parties  have  stipulated  that 
the  question  to  be  presented  is  whether  the  evidence  was  sub¬ 
stantial  upon  the  record  “considered  as  a  whole,”  and  the  Court 
approved  the  stipulation.  We  doubt,  however,  that  this  is  a 
proper  subject  of  stipulation.  Shankland  v.  Mayor,  etc.  of  Wash¬ 
ington,  30  U.S.  390,  397  (1831)  The  parties  cannot  by  stipulation 
enlarge  or  diminish  the  scope  of  review. 
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this  part  of  Finding  6  or  the  sufficiency  of  the  evidence 
to  support  it.  Therefore,  the  Board’s  decision  must  be 
sustained,  even  if  it  might  be  said  arquendo  that  the 
decision  could  not  be  otherwise  sustained. 

The  evidence  also  shows  that  North  Central  can  oper¬ 
ate  Route  .7  at  a  lesser  cost  to  the  Government,  and  Lake 
Central  attacks  this  finding  and  the  sufficiency  of  the 
evidence  to  support  it  (L.C.  Br.,  pp.  28-34).  Instead  of 
showing  that  a  consideration  of  the  record  as  a  whole 
would  render  the  evidence  unsubstantial  (for  example, 
that  instead  of  the  subsidy  to  Lake  Central  being  in 
excess  of  100  percent  more  than  to  North  Central,  the 
former  would  actually  be  equal  to,  or  less  than,  North 
Central’s),  Lake  Central  insists  that  the  Board  should 
have  adopted  the  conclusion  reached  by  the  Bureau  of 
Air  Operations.  * 

Lake  Central  argues  that  the  Board  should  have  com¬ 
pared  the  Bureau’s  estimates  (based  on  North  Central’s 
1953  figures)  with  North  Central’s  1953  figures.  In  other 
words,  the  obsolete  figures  of  the  Bureau  should  have 
been  compared  with  obsolete  figures  of  North  Central, 
rather  than  require  that  the  Bureau  present  estimates 
based  on  more  recent  figures. 

Lake  Central  argues  that  the  Board  had  accepted  the 
Bureau’s  figures  in  at  least  six  previous  cases,  and  the 
Board  properly  answered  that  this  did  not  mean  that  it 
was  bound  to  accept  the  Bureau’s  figures  in  all  other 
cases,  including  the  one  at  bar.  As  a  matter  of  fact,  there 
were  cases  in  which  the  Board  did  not  accept  the  Bureau’s 
forecasts.  North  Central’s  International  Falls  Case, 
Docket  No.  6563,  Order  #E-8810,  decided  December  19, 
1954;  Braniff’s  Renewal  of  Route  106,  Docket  No.  6050, 
decided  December  23,  1954,  Order  No.  E-8841,  p.  11; 


*  See  JA  358-367  for  the  criticism  of  Member  Lee  of  Bureau’s 
method  for  arriving  at  the  relative  costs. 
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Bonanza  Renewal  Case,  Docket  No.  5773,  decided  Janu¬ 
ary  25,  1955,  Order  No.  E-8911,  p.  28. 

Lake  Central  argues  that  the  Board  should  have  looked 
at  the  cost  of  operation  of  Route  7  taken  by  itself  (L.C. 
Br.,  p.  30-2).  Apparently  this  is  what  the  Board  did, 
when  it  found  that  North  Central  could  operate  the  route 
at  a  lesser  cost.  NOR-70,  pp.  16-17  (J.A.  24S-9)  shows 
that  North  Central  would  operate  Route  7  at  a  profit  of 
8.97  cents  per  mile  and  would  need  no  subsidy;  while 
LCA-27  (J.A.  186-7)  shows  that  Lake  Central  would 
require  a  subsidy  of  1.35  cents  per  mile. 

Finally,  Lake  Central  has  not  shown  that  the  Board 
should  have  found  that  Lake  Central  would  operate  at  a 
lesser  cost  to  the  Government  than  North  Central  and 
that  such  finding  would  have  been  supported  by  evidence 
more  substantial  than  the  finding  made.  Obviously  such 
showing  could  not  be  made  in  the  face  of  the  latest 
figures  to  the  effect  that  Lake  Central’s  subsidy  was 
over  100  percent  greater  than  that  of  North  Central.  * 

3.  Finding  7 — Promptness 

The  evidence  substantially  supports  the  Board’s  Find¬ 
ing  7  that  North  Central  could  institute  the  service  more 
promptly  than  Lake  Central.  Lake  Central  does  not  show 
that  upon  the  record  as  a  whole  this  evidence  is  unsub¬ 
stantial. 

Lake  Central  reiterates  its  plan  for  the  financing  of 
its  equipment  and  facilities  and  argues  that  in  a  pre¬ 
vious  case  it  had  instituted  service  within  less  than  45 


*  In  the  Mail  Rate  Cases,  the  Board  found  that  North  Cen¬ 
tral’s  break-even  need  for  1954-5  would  be  39.27  cents  per  mile 
( North  Central  Mail  Rate  Case,  Order  No.  E-8789,  Nov.  29, 
1954),  while  Lake  Central’s  break-even  need  for  1954-5  would 
be  80.66  cents  per  mile  ( Lake  Central  Mail  Rate  Case,  Order  No. 
E-8973,  Feb.  3,  1954),  a  difference  of  over  100  percent. 
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days  after  the  Board’s  award.  But  nothing  in  what  is 
said  by  Lake  Central  (L.C.  Br.,  pp.  34-8)  goes  to  the 
proposition  that  the  Board’s  finding  (that  North  Central 
could  institute  the  service  more  promptly)  is  unsup¬ 
ported  by  substantial  evidence,  or  that  had  the  Board 
made  the  finding  that  Lake  Central  could  have  insti¬ 
tuted  the  service  more  promptly  such  finding  would  have 
been  supported  by  evidence  more  substantial  than  the 
finding  actually  made  by  the  Board. 

When  Lake  Central  has  to  resort  to  an  attack  on  the 
Board’s  statement  in  the  Original  Opinion  as  to  Lake 
Central’s  facilities  at  Chicago,  after  the  Board  corrected 
the  statement  in  its  Supplemental  Opinion,  it  is  evident 
that  Lake  Central  is  hard  put  to  find  any  defects  in  the 
Board’s  basic  findings.  It  may  be  admitted  that  Lake 
Central  had  some  facilities  at  Chicago,  but  obviously  it 
had  no  facilities  at  Detroit,  and  this  was  only  one  of 
the  things  which  constituted  evidence  of  probable  delay 
in  instituting  service. 

4.  Finding  8 — Integration 

Finally,  Lake  Central  attacks  the  Board’s  Finding  8, 
that  Route  7  would  integrate  better  into  North  Central’s 
than  into  Lake  Central’s  system,  as  being  unsupported 
by  substantial  evidence.  There  are  three  arguments 
which  Lake  Central  makes  in  this  regard. 

The  first  is  that  the  Examiner’s  conclusion  as  to  Route  7 
being  more  in  North  Central’s  territory  was  not  adopted 
by  the  Board,  although  the  Board  expressly  stated  that  it 
adopted  all  of  the  Examiner’s  findings,  conclusions  and 
recommendations  (J.A.  368).  Obviously  this  does  not 
render  the  evidence  in  support  of  this  finding  unsub¬ 
stantial. 

The  second  is  that  the  finding  as  to  integration  is 
erroneous  because  Route  7  parallels  Lake  Central’s  route 
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over  “approximately  25  percent  of  the  mileage  between 
South  Bend  and  Kalamazoo,”  a  distance  of  50  miles.  The 
evidence,  however,  shows  that  100  percent  of  Route  7  lies 
in  North  Central’s  territory,  since  by  this  route  a  gap 
is  closed  between  Chicago  and  Detroit,  a  distance  of  232 
miles. 

The  third  argument  goes  to  the  Board’s  statement  to 
the  effect  that  there  would  be  “considerable  opportunity” 
on  the  part  of  North  Central  to  offer  one-plane  service 
between  intermediate  points  on  Route  7  and  cities  west  of 
Lake  Michigan.  Lake  Central  seeks  to  disprove  this 
finding  as  to  “considerable  opportunity”  by  pointing  to 
the  absence  of  evidence  of  any  categorical  undertaking 
to  provide  such  service.  Assuming  that  North  Central’s 
offer  to  provide  such  service  does  not  count  (J.A.  95-6, 
62-3,  74-5,  95,  118-9,  122,  131-2,  214-6,  227-30),  it  is 
obvious  the  two  propositions  are  not  in  conflict.  There 
was  no  need  of  a  real  assurance  of  such  service.  The 
availability  of  such  service  was  itself  an  important  ele¬ 
ment  in  the  integration. 

Lake  Central  says  nothing  about  the  evidence  concern¬ 
ing  integration  of  facilities,  both  human  and  of  equip¬ 
ment,  and  of  the  possibilities  for  enlargement  of  the 
service  by  North  Central.  Yet  these  elements  of  integra¬ 
tion  are  very  important  items  of  evidence  in  support  of 
the  Board’s  finding. 

In  view  of  the  above,  it  cannot  be  said  that  when  one 
considers  the  record  as  a  whole,  one  must  arrive  at  a 
conclusion  that  the  findings  are  not  supported  by  sub¬ 
stantial  evidence.  To  the  contrary,  when  one  consid¬ 
ers  the  record  as  a  whole  the  Board’s  findings  are 
strengthened,  rather  than  weakened. 
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E.  LAKE  CENTRAL’S  ARGUMENTS  HAVE 

BECOME  MOOT. 

By  concentrating  its  attack  on  three  of  the  basic  find¬ 
ings  of  the  Board,  Lake  Central  has  rendered  .moot  its 
entire  argument  on  the  sufficiency  of  the  findings  and 
of  the  evidence,  since  the  first  four  findings,  together 
with  the  fifth  finding  and/or  together  with  a  part  of  the 
sixth  finding  (with  respect  to  the  costs  to  the  carrier) 
are  adequate  to  support  the  Board’s  conclusion.  There¬ 
fore,  Lake  Central’s  arguments  on  the  subject  need  not 
be  considered. 

An  analogy  is  presented  by  appeals  taken  to  the  Su¬ 
preme  Court  of  the  United  States  from  judgments  of 
highest  courts  of  the  state,  in  which  substantial  federal 
questions  are  presented,  but  in  which  the  appeals  are 
nevertheless  dismissed  on  the  ground  that  in  each  in¬ 
stance  the  judgment  is  based  on  a  non-federal  ground 
adequate  to  support  it. 

Some  of  Lake  Central’s  arguments  as  to  the  sufficiency 
of  the  three  findings  (as  to  the  cost  of  the  operation 
to  the  Government,  promptness  in  instituting  the  opera¬ 
tion,  and  integration  of  Route  7  with  North  Central’s 
system)  have  also  become  moot  because  of  later  develop¬ 
ments.  It  must  be  borne  in  mind  that  the  Board’s  find¬ 
ings  were  in  the  nature  of  predictions,  i.e.,  findings  of 
probability  as  to  what  lay  in  the  future.  No  better  test 
can  be  had  of  the  correctness  of  such  findings  than  what 
has  since  then  actually  occurred. 

1.  With  reference  to  the  cost  of  North  Central’s 
operation  to  the  Government,  Lake  Central  argues 
that  the  evidence  was  not  substantial,  that  the  Board 
should  have  adopted  the  Bureau’s  estimates  and  that 
the  costs  of  Route  7  per  revenue  plane  mile  should 
have  been  separated  from  the  costs  of  the  entire 
system.  These  arguments  have  already  been  an- 
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swered  (p.  34,  supra).  Since  then,  however,  North 
Central  has  operated  Route  7  and  it  developed 
that  the  forecasts  made  by  North  Central  were 
incorrect.  North  Central  had  estimated  that  its 
total  system  operating  expense  per  revenue  plane 
mile  including  Route  7  would  be  114.20  cents, 
whereas  the  actual  experience  in  May  and  June,  1955, 
was  a  total  operating  expense  of  100.52  cents  per 
mile,  a  difference  of  13.62  cents,  or  11.3  percent. 
For  the  third  quarter  of  1955  North  Central’s  total 
system  operating  expense  including  Route  7  was 
9S.99  cents  per  mile,  a  difference  of  15.21  cents  per 
mile  or  13.3  percent.  North  Central  had  forecast 
that  the  subsidy  from  the  Government  would  be 
53.5S  cents  per  mile,  whereas  the  actual  average 
break-even  need  for  the  months  of  May  and  June, 
1955,  was  18.28  cents  per  mile,  a  difference  of  35.30 
cents  or  66.3  percent,  and  for  the  third  quarter  of 
1955  a  break-even  need  of  10.53  cents  per  mile,  a 
difference  of  43.05  cents  or  SO  percent.1  Incident¬ 
ally,  the  success  of  North  Central’s  operation  of 
Route  7  is  also  reflected  in  the  difference  between 
North  Central’s  forecast  and  its  actual  experience 
both  as  to  the  number  of  passengers  and  as  to 
revenue.  The  actual  number  of  passengers  exceeded 
the  number  forecast  by  3,652  on  a  yearly  basis  or 
11  percent,  and  the  actual  revenue  per  plane  mile 
exceeded  the  forecast  revenue  by  21.62  cents  or  35 
percent.* 


1  Since  North  Central  is  on  a  permanent  sliding  scale  mail  rate 
(Order  No.  E-8789,  decided  Nov.  24,  1954),  North  Central  can 
estimate  the  amount  of  mail  pay  saved  by  operation  of  Route  7. 
North  Central  estimated  $143,135  annually  based  on  experience 
of  May  through  August  1955.  See  NOR-60  in  Erie  Service  Case, 
Docket  No.  6927  et  al. 

*  This  evidence  is  contained  in  Exhibits  NOR  141,  142  and  143 
in  the  Lake  Central  Acquisition  Case,  CAB  Docket  No.  5770  and 
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2.  Lake  Central  also  attacked  the  Board’s  findings 
as  to  integration,  particularly  as  to  “considerable 
opportunity”  on  the  part  of  North  Central  to  offer 
one-plane  service  between  intermediate  points  on 
Route  7  and  cities  west  of  Lake  Michigan.  We  have 
already  answered  this  argument.  But,  in  addition, 
one  must  regard  this  argument  in  the  light  of  what 
has  occurred  since  then.  The  Official  Guide  of  the 
Airways,  of  which  document  this  Court  can  take 
judicial  notice,  and  North  Central’s  public  schedules 
on  file  with  the  Board,  show  that  North  Central  is 
now  (in  February  1956)  operating  six,  rather  than 
three,  round-trip  schedules  over  Route  7  and  that 
all  of  the  flights  continue  to,  or  connect  with  planes 
flying  to,  the  cities  west  of  Lake  Michigan.* 


NOR  56  in  Detroit-Cincinnati  Case,  Docket  No.  7378  et  al.  These 
exhibits  (reproduced  at  pp.  47-51,  infra)  are  not  part  of  the 
record  in  this  case,  but  when  an  argument  is  presented  in  an 
appellate  court  that  a  case  or  a  question  involved  has  become 
moot,  rarely  is  the  evidence  a  part  of  the  record  before  the 
court. 

*  There  are  five  single  plane  flights  originating  in  Detroit,  des¬ 
tined  to  Chicago  and  continuing  on  to  cities  on  North  Central’s 
system  west  of  the  Lake.  There  is  also  an  additional  flight  origi¬ 
nating  at  South  Bend,  destined  to  Chicago  and  continuing  to 
cities  on  North  Central’s  system  west  of  the  Lake.  In  addition, 
these  six  flights  can  connect  with  19  North  Central  flights  from 
Chicago  to  points  west  on  North  Central’s  system.  Substantially 
the  same  applies  to  flights  eastward  from  cities  on  North  Cen¬ 
tral’s  system  west  of  Lake  Michigan  to  points  east  of  Chicago. 
(See  Schedules  in  pocket  part  hereof).  An  actual  passenger 
count  was  made  between  September  20th  and  October  3rd,  1955 
of  passengers  carried  on  through  North  Central’s  flights  between 
Route  7  cities  and  other  cities  on  North  Central’s  system  west 
of  the  Lake.  This  count  shows  94  passengers  used  North  Cen¬ 
tral's  service  between  Route  7  points  and  points  west  of  the 
Lake  in  the  two  weeks  period.  This  information  was  presented  to 
the  Board  in  NOR-176  in  the  Lake  Central  Acquisition  Case, 
Docket  No.  5770  et  al.  in  December  1955.  (See  p.  50,  infra). 
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II.  THE  BOARD  PROPERLY  REFUSED  TO 
REOPEN  THE  CASE. 

Lake  Central  argues  that  the  Board  acted  arbitrarily, 
capriciously  and  in  abuse  of  discretion  *  when  it  de¬ 
nied  petitioner’s  application  for  rehearing,  motions  to 
reopen  the  proceeding,  motions  for  stay  of  the  order, 
etc.,  with  which  the  Board  was  deluged  by  Lake  Central. 
Suffice  it  to  say  that  there  never  would  have  been  an 
end  to  the  proceeding  had  the  Board  not  acted  in  the 
manner  it  did.  Surely  this  administrative  proceeding 
would  not  have  conformed  to  the  requirements  of  the 
Civil  Aeronautics  Act  (Section  401(c))  or  the  Admin¬ 
istrative  Procedure  Act  (Section  6(a)),  or  to  the  gen¬ 
eral  requirements  that  such  proceedings  must  be  “prompt, 
continuous,  expert  and  inexpensive.”  Crowell  v.  Benson, 
285  U.S.  22  (1932).  See  (J.A.  476-7). 

Lake  Central  devotes  two  points  of  its  brief  (II  and 
III,  L.  C.  Br.,  pp.  41-8)  to  the  single  question  whether 
the  Board  acted  contrary  to  law  in  refusing  to  reopen 
the  case  for  the  purpose  of  holding  another  hearing 
because  of  pending  legislation  making  temporary  certifi¬ 
cations  permanent.**  On  this  point  Lake  Central’s  argu¬ 
ment  is  that  this  was  a  proceeding  for  a  temporary 
certificate  which  required  one  type  of  hearing,  rather 
than  a  proceeding  for  a  permanent  certificate  which 
would  have  required  a  different  type  of  hearing,  and 
that  the  certificate  granted  by  the  Board,  though  tem¬ 
porary,  was  in  effect  a  permanent  certificate.  Our  con¬ 
tention  is  (A)  that  this  question  was  not  timely  raised 
by  Lake  Central  and  therefore  Lake  Central’s  request  was 
properly  denied;  (B)  that  this  was  not  a  proceeding 
for  a  temporary  certificate,  and  (C)  that  the  Board  did 
not  grant  a  permanent  certificate. 


*  Meaning  that  the  Board  committed  an  error  of  law. 

**  In  the  course  of  the  proceeding  Lake  Central  requested  re¬ 
hearings  and  reopenings  of  the  case  on  other  grounds  which  we 
do  not  think  merit  consideration. 
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A.  THE  EFFECT  OF  PENDING  LEGISLATION  WAS 
NOT  PROPERLY  RAISED. 

For  a  long  time  prior  to  this  proceeding,  legislation 
has  been  pending  in  Congress  to  authorize  the  Civil 
Aeronautics  Board  to  make  permanent  the  temporary 
certificates  granted  by  the  Board  to  local  or  feeder  air¬ 
lines.  In  the  84th  Congress,  H.R.  2225  was  introduced 
on  January  13,  1955  and  S.  651  was  introduced  on  Janu¬ 
ary  21,  1955.  From  that  time  on  Lake  Central  had  op¬ 
portunity  to  introduce  all  evidence  and  arguments  avail¬ 
able  to  it  on  the  theory  that  if  the  bills  w^ere  enacted 
any  certificate  granted  to  North  Central  might  become 
a  permanent  certificate  by  operation  of  law.  Lake  Cen¬ 
tral  failed  to  raise  this  question  in  the  proceeding  before 
the  Examiner. 

On  February  28,  1955,  the  Board  rendered  its  deci¬ 
sion,  and  on  March  30th  Lake  Central  filed  its  petition 
for  reconsideration  (J.A.  402-448).  The  question  of  the 
effect  of  the  pending  legislation  was  not  raised,  although 
on  March  22nd  the  House  Committee  had  already  rec¬ 
ommended  the  enactment  of  H.R.  2225.  Nor  was  this 
matter  mentioned  in  Lake  Central’s  motion  filed  on  April 
7th  to  reopen  the  record  (J.A.  451-458),  nor  in  its  ap¬ 
plication  for  a  stay,  filed  on  April  19th  (Tr.  pp.  1911-16). 
After  the  Board  rendered  its  Supplemental  Decision  on 
April  22,  1955,  Lake  Central,  on  April  25th,  filed  a  sec¬ 
ond  motion  for  a  stay  (J.A.  481-5)  and  there,  for  the 
first  time,  requested  that  the  record  be  reopened  to 
consider  the  then  pending  legislation.  Obviously  this 
was  not  in  accord  with  the  Board’s  regulations  requir¬ 
ing  that  all  questions  be  raised  at  the  first  opportunity 
unless  there  wras  a  good  reason  for  failure  to  do  so 
(CAB  Regulation  Section  302.37).  Therefore,  we  sub¬ 
mit  that  the  Board  properly  refused  to  reopen  the  case 
(CAB  Regulation  Section  302.30).  Marshall  Field  & 
Co.  v.  N.L.R.B.,  318  TJ.S.  253,  255-6  (1943) ;  N.L.R.B.  v. 
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Clieny  California  Lumber  Co.,  327  U.S.  3S5,  388-9  (1946). 
See  also  Western  Airlines  v.  C.A.B.  (CA  9),  196  F.  2d 
933  (CA  9,  1952). 

B.  NORTH  CENTRAL  DID  NOT  APPLY  FOR 
TEMPORARY  AUTHORIZATION. 

In  its  application  North  Central  requested  that  “its 
Route  86  be  amended  by  the  inclusion  of”  Route  7.  North 
Central  requested  authority  to  engage  in  this  transpor¬ 
tation  and  requested  that  the  Civil  Aeronautics  Board 
enter  orders  authorizing  North  Central  to  engage  in 
this  air  transportation  (J.A.  6-9).  There  is  nothing  in 
the  application  which  would  suggest  that  the  authoriza¬ 
tion  requested  was  to  be  a  temporary  one.  Nor  was 
there  anything  in  the  entire  proceeding  to  characterize 
it  as  one  for  a  temporary  certificate. 

True,  when  the  application  was  filed  North  Central 
operated  Route  86  under  a  term  certificate  of  five  years. 
But  the  issue  of  permanency  was  soon  to  be  tried  in 
North  Central  Renewal  Case,  Docket  No.  6771.  Were 
Route  86  made  permanent  the  authorization  for  Route 
7  would  also  become  permanent,  if  Route  86  were  amended 
to  include  Route  7  as  North  Central  operated  Route  7 
during  the  grandfather  period.  The  Board  granted  a 
temporary  certificate,  but  that  did  not  mean  that  the 
proceeding  was  limited  to  one  for  a  temporary  certificate 
or  that  a  proceeding  upon  an  application  for  a  permanent 
certificate  would  have  required  a  different  showing  on  the 
part  of  North  Central  or  Lake  Central.  It  is  significant 
that  in  Lake  Central’s  motion  to  reopen  the  record  for  the 
purpose  of  considering  the  pending  legislation,  there  is 
nothing  which  Lake  Central  complained  of  by  way  of 
having  been  deprived  of  an  opportunity  to  present  facts 
or  arguments  which  it  could  not  have  presented  without 
such  pending  legislation. 
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C.  THE  BOARD  DID  NOT  GRANT  A  PERMANENT 

CERTIFICATE 

As  has  been  stated,  the  Board  granted  a  temporary 
certificate  to  North  Central.  Later  North  Central  ap¬ 
plied  to  the  Board  to  make  its  Route  86  permanent,  in¬ 
cluding  its  authority  to  operate  over  Route  7.  The  Board 
made  Route  S6  permanent  without,  however,  including 
Route  7  because  the  question  of  the  validity  of  the  cer¬ 
tificate  was  pending  before  this  Court.  North  Central 
Permanentization  Case ,  Docket  No.  7261,  decided  No¬ 
vember  25,  1955  Order  No.  E-9772.  However,  it  must  be 
observed  that  if  this  Court  sustains  the  Board’s  order 
granting  a  temporary  certificate  to  North  Central,  this 
certificate,  within  certain  limits  not  pertinent  to  the 
present  argument,  will  become  permanent.  The  perma¬ 
nence  of  the  certificate  will  be  due  not  to  the  discretion¬ 
ary  action  of  the  Board  in  granting  the  temporary  cer¬ 
tificate,  but  to  this  fact  and  to  the  additional  fact  that 
North  Central  operated  during  the  grandfather  period. 
Thus,  the  Board  did  not  grant  a  permanent  certificate, 
as  Lake  Central  argues,  but  only  offered  North  Central 
the  required  opportunity  to  comply  with  the  law  which 
would  make  the  certificate  permanent.  Had  Lake  Central 
obtained  the  temporary  certificate,  it  would  not  have 
been  eligible  for  the  permanent  certificate,  if  its  delay 
in  instituting  the  sendee  would  have  gone  beyond  the 
grandfather  period. 

North  Central’s  certificate  will  become  permanent  be¬ 
cause  of  the  Act  of  Congress  which  has  since  then  been 
enacted  and  which  requires  the  Board  to  make  tempo¬ 
rary  certificates  permanent  (69  Stat.  49,  49  U.S.C.  (An¬ 
nual  Pocket  Part)  481(e)(3))  Lake  Central’s  eomplaint, 
therefore,  is  really  not  directed  against  the  Board,  but 
against  Congress,  and  this  Court  is  not  the  proper  forum 
to  entertain  such  complaint,  unless  Lake  Central,  per- 
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chance,  should  raise  the  question  of  the  constitutionality 
of  such  Congressional  legislation. 

For  the  reasons  stated  above,  North  Central  respect¬ 
fully  requests  that  the  Board’s  order  be  sustained. 

/s/  A.  L.  Wheeler 
A.  L.  Wheeler 
911  Sheraton  Building 
Washington  5,  D.  C. 
Attorney  for 

North  Central  Airlines,  Inc. 

Of  Counsel: 

Gregory  Hankin 

1025  Vermont  Avenue,  N.  W. 

Washington  5,  D.  C. 
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EXHIBIT  NOR-141  IN  LAKE  CENTRAL 
ACQUISITION  CASE, 

CAB  DOCKET  NO.  5770 


OPERATING  RESULTS  AT  ROUTE  7  CITIES 
BEFORE  AND  AFTER  CHANGE  OF  CARRIERS 
DATA  FOR  AN  AVERAGE  MONTH  OF  THE 

PERIOD  SHOWN 


Kalamazoo, 

Battle 

Carrier,  Time  and  South  Kala-  Battle  Creek  Jack-  Route 


Item 

Bend 

mazoo  Creek 

Total 

son 

Total 

American,  av.  of 

2nd  Qtr.-1954 
Passengers 
enplaned 

419 

662 

662 

113 

1,194 

Aircraft 

departures 

64 

61 

61 

59 

184 

Station  expense 

$2,767 

3,186 

3,186 

2,232 

8,185 

Per  departure 

$43.23 

52.23 

52.23 

37.83 

44.48 

Per  passenger 

$6.60 

4.81 

4.81 

19.75 

6.86 

North  Central,  av. 
of  May  &  June  1955 


Passengers 


enplaned 

853 

1,009 

866 

1,875 

370 

3,098 

Aircraft 

departures 

212 

209 

210 

419 

210 

841 

Station 

expense 

$3,734 

2,927 

3,074 

6,001 

2,460 

12,195 

Per  departure 

$17.61 

14.00 

14.64 

14.32 

11.71 

14.50 

Per  passenger 

Percent  Increase, 

$4.38 

2.90 

3.55 

3.20 

6.65 

3.94 

i 

1955/53 

Passengers 

enplaned 

104 

— 

31 

183 

227 

159 

Aircraft 

departures 

Station 

231 

— 

244 

587 

256 

357 

expense 

$35 

— 

(4) 

88 

10 

49 

Per  departure 

3(59) 

— 

(72) 

(73) 

(69) 

(67) 

Per  passenger 

$(25) 

— 

(26) 

(33) 

(66) 

(43) 

Source :  Carriers  41’s. 
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EXHIBIT  NOR-142  IN  LAKE  CENTRAL 
ACQUISITION  CASE, 

CAB  DOCKET  NO.  5770 


NORTH  CENTRAL  TRAFFIC  FORECAST  FOR 
ROUTE  7  CITIES  COMPARED  TO  ACTUAL 
TRAFFIC  GENERATED 


Items 

South 

Bend 

Kala¬ 

mazoo 

Battle 

Creek 

Jackson 

Total 

Buying  Power  Index 

.1116 

.0523 

.0439 

.0437 

.2515 

Forecast  per  Index  Unit  30.0 

25.0 

25.0 

12.5 

— 

Forecast  Passengers 

per  Year 

33,480 

13,075 

10,975 

5,463 

62,993 

Allocation  to  Route  7  8,370  1 

Actual  passengers,  May 

8,716  2 

10,975 

5,463 

33,524 

&  June  1955 

1,707 

2,017 

1,732 

740 

6,196 

Actual  projected  for  a 

Year 

10,242 

12,102 

10,392 

4,440 

37,176 

Forecast  exceeded  by 

Actual 

1,872 

3,386 

(583) 

(1,023) 

3,652 

Forecast  exceeded 

Actual  (%) 

12 

14 

(5) 

(19) 

11 

1  Assumed  an  even  split  between  4  carriers 

2  Assumed  2/3  on  east-west  route 

Source:  Exhibit  NOR-27  in  Docket  6411 
Company  Records 
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EXHIBIT  NOR-143  IN  LAKE  CENTRAL 
ACQUISITION  CASE 
CAB  DOCKET  NO.  5770 


NORTH  CENTRAL’S  SYSTEM  RESULTS  WITH 
ROUTE  7  ADDED  AS  FORECASTED  AND 
AS  EXPERIENCED 


Forecast  Actual  Decrease 
Future  May/ June  Actual  Over 


Month 

1955 

Forecast 

Revenues : 

Total  non-mail  revenue 

60.62 

82.24 

(21.62) 

Expenses : 

Flying  operations 

31.98 

28.94 

3.04 

Direct  maintenance 

16.26 

13.03 

3.23 

Depreciation — Flight 

7.76 

6.33 

1.43 

Total 

56.00 

48.30 

7.70 

Ground  operations 

19.48 

15.47 

4.01 

Ground  and  indirect  maintenance 

9.12 

5.00 

4.12 

Passenger  service 

4.87 

5.52 

(0.65) 

Traffic  and  sales 

12.79 

14.19 

(1,40) 

Advertising  and  publicity 

2.74 

4.34 

(1,60) 

General  and  administrative 

7.88 

6.87 

1.01 

Deprication — Ground 

1.32 

0.83 

0.49 

Total 

58.20 

52.22 

5.98 

Total  Operating  Expense 

114.20 

100.52 

13.68 

i 

Break-Even  Need 

53.58 

18.28 

35.30 

Total  Revenue  Except  Federal 

Subsidy 

85.67 

Subsidy  Required  to  Break-Even 

14.85 

Source:  Exhibit  NOR-70  in  Docket  6411  et  al. 
Company  records. 


EXHIBIT  NOR-176  IN  LAKE  CENTRAL 
ACQUISITION  CASE, 

CAB  DOCKET  NO.  5770 


0  &  D  PASSENGERS  CARRIED  ON  THRU  FLIGHTS 
BETWEEN  ROUTE  7  CITIES  AND  OTHER  POINTS 
ON  NOR’S  SYSTEM  14  DAY  PERIOD,  SEPTEMBER 
20th— OCTOBER  3rd,  1955 


Other  NOR  Cities 

Battle 

Creek  Jackson  Kalamazoo 

South 

Bend 

Total 

Green  Bay 

_ 

— 

2 

12 

14 

Manitowoc 

1 

— 

— 

— 

1 

Milwaukee 

9 

4 

13 

29 

55 

Oshkosh 

1 

— 

2 

7 

10 

Stevens  Point 

1 

— 

— 

7 

8 

Wausau 

— 

— 

2 

4 

6 

Total 

12 

4 

19 

59 

94 

Source:  Special  Check  by  Route  7  Station  Managers. 
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EXHIBIT  NOR-56  IN  CIN CINNATI-DETROIT  ROUTE 
CASE,  CAB  DOCKET  NO.  7378  ET  AL. 


NORTH  CENTRAL’S  SYSTEM  RESULTS  WITH 
ROUTE  7  ADDED  AS  FORECAST  AND  AS 

EXPERIENCED 


CENTS  PER 

REVENUE 

Month 

Future 

MILE 

Actual 
3rd  Qtr. 
1955 

Better 

Than 

Forecast 

Revenues 

Total  Non-Mail 

60.62 

88.46 

27.84 

Expenses 

Flying  Operations 

31.98 

29.58 

1 

Direct  Maintenance 

16.26 

14.90 

Depreciation — Fit.  Equip. 

7.76 

5.67 

Sub-Total 

56.00 

50.15 

5.85 

Ground  Operations 

19.48 

15.13 

| 

Ground  &  Ind.  Maint. 

9.12 

4.67 

Passenger  Service 

4.87 

4.95 

Traffic  &  Sales 

12.79 

14.04 

Advertising  &  Publicity 

2.74 

2.50 

General  &  Administrative 

7.88 

6.72 

Depreciation — Gnd.  Equip. 

1.32 

0.83 

Sub-Total 

58.20 

48.84 

9.36 

Total  Operating  Expense 

114.20 

98.99 

15.21 

Break-Even  Need 

53.58 

10.53 

43.05 

Source:  Exhibit  NOR-70  in  Docket  6411 
Company  Records 


IN  THE  UNITED  STATES  COURT  OF  APPEALS 
FOR  THE  DISTRICT  OF  COLUMBIA  CIRCUIT 

LAKE  CENTRAL  AIRLINES,  INC.,  Petitioner, 


v. 

CIVIL  AERONAUTICS  BOARD,  Respondent, 
AMERICAN  AIRLINES,  INC., 

NORTH  CENTRAL  AIRLINES,  INC., 

CITY  OF  KALAMAZOO,  MICHIGAN, 
Intervenors. 

Case  No.  12,665 

Certificate  of  Service 

I  hereby  certify  that  I  have  today  served  North  Cen¬ 
tral’s  typewritten  brief  upon  all  parties  of  record  in  the 
above  captioned  case  by  mailing  a  copy  to  counsel  for 
each  party,  postage  prepaid,  addressed  as  follows: 

John  H.  Wanner,  Esq. 

0.  D.  Ozment,  Esq. 

Civil  Aeronautics  Board 
Washington  25,  D.  C. 

Attorneys  for  Civil  Aeronautics  Board 

Ernest  W.  Jenness,  Esq. 

John  W.  Douglas,  Esq. 

701  Union  Trust  Building 
Washington,  D.  C. 

Attorneys  for  American  Airlines,  Inc. 

Charles  S.  Rhyne,  Esq. 

J.  Parker  Connor,  Esq. 

726  Jackson  Place,  N.  W. 

Washington  6,  D.  C. 

Attorneys  for  City  of  Kalamazoo 
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James  L.  Highsaw,  Jr. 

620  Tower  Building 
Washington  5,  D.  C.,  and 
Albert  F.  Grisard 
412  Metropolitan  Bank  Building 
Washington  5,  D.  C. 

Attorneys  for  Lake  Central  Airlines,  Inc. 

s/A.  L.  Wheeler 
A.  L.  Wheeler 
911  Sheraton  Building 
Washington  5,  D.  C. 

Attorney  for 

NORTH  CENTRAL  AIRLINES,  INC. 
February  10,  1956 


—  ROUTE  OF  THE  N  O  ft  T  H  L  I N  E  R  S  - 

NORTH  CENTRAL  AIRLINES,  INC. 


SOUTHBOUND-READ  DOWN 


GENERAL  SCHEDULE  NO.  2 


6201  34th  AVENUE,  SOUTH  •  MINNEAPOLIS  23,  MINNESOTA 

2  AIR  MAIL  ROUTE  NO.  86 


ORIGINAL  PAGE  1 


ALL  TIMES  SHOWN  ARE  LOCAL  TIMES 
ISSUED  APRIL  13,  1933 


DOUGLAS  DC-3  EQUIPMENT 

ISSUED  BYi  C.  B.  VESPER.  MANAGER.  TARIFFS  AND  SCHEDULES,  MINNEAPOLIS  23,  MINNESOTA 


AM-LIGHT  FACE 


PM-DARK  FACE 
EFFECTIVE  MAY  1,  1953 
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AM-LIGHT  FACE  PM-DAXX  FACS 

EFFECTIVE  FEMUAXY  1.  I9S6 


ll  littaall  |iH5  Isiliii  imSSEEiiHi  Igaa  liasiggill  lliiaMB  IsnuggimiiHS \iii 


- ROUTE  OF  THE  NORTHLINERS- 

NORTH  CENTRAL  AIRLINES,  INC. 
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IN  THE 

United  States  Court  of  Appeals 

POE  THE  DISTRICT  OP  COLUMBIA  CIRCUIT 


No.  12,665 


LAKE  CENTRAL  AIRLINES,  INC., 

v  Petitioner, 

CIVIL  AERONAUTICS  BOARD, 

Respondent, 

AMERICAN  AIRLINES,  INC.,  NORTH  CENTRAL  AIR¬ 
LINES,  INC.,  CITY  OF  KALAMAZOO,  MICHIGAN, 

_  Intervenors 


ON  PETITION  TO  REVIEW  ORDERS  OF  THE  CIVIL 

AERONAUTICS  BOARD 


Robert  A.  Palmer, 

615  American  Bank  Building, 

Kalamazoo,  Michigan. 

Charles  S.  Rhyne, 

J.  Parker  Connor, 

726  Jackson  Place,  N.W., 

Washington  6,  D.C., 

Attorneys  for  Intervenor,  the 
Of  Counsel  •  Oily  of  Kalamazoo,  Michigan. 

Rhyne,  Mullin,  Connor  &  Rh ifee;5  '  T,  ^cur^  °f  Appeals 

726  Jackson  Place,  N.W.,  m<rict  Cirruit 

Washington  6,  D.C.  „  U 

-iLllD  APR  IGsC 
Apbu.  16, 1956.  k  io  ibbb 


-  V  ?  ■  -s-it, 


-W- 


CLERK 


No.  12,665 

Questions  Presented 

The  questions  presented  by  this  review,  as  agreed  to  by 
all  parties  in  a  pre-hearing  conference  stipulation,  approved 
by  order  of  the  Court  dated  September  8,  1955,  are  as 
follows : 

“1.  Are  the  Board’s  ultimate  conclusions  in  Orders 
Nos.  E-8975  and  E-9128  that  the  public  convenience 
and  necessity  requires  the  grant  of  the  local  service 
route  between  Chicago  and  Detroit  to  North  Central, 
and  the  denial  of  Lake  Central’s  application  for  said 
route,  and  its  supporting  findings  that  North  Central 
can  start  operation  on  the  new  route  more  promptly 
than  Lake  Central,  that  North  Central  can  operate 
more  cheaply  than  Lake  Central,  that  diversion  of 
traffic  from  Lake  Central  will  be  slight,  and  that  the 
route  in  question  integrates  better  with  the  route  sys¬ 
tem  of  North  Central  than  with  that  of  Lake  Central 
supported  by  substantial  evidence  upon  the  record  in 
Docket  No.  6411,  et  al.,  considered  as  a  whole  and  by 
adequate  valid  findings  as  required  by  Section  1005(f) 
of  the  Civil  Aeronautics  Act  and  Section  10(e)  of  the 
Administrative  Procedure  Act? 

“2.  Was  the  Board’s  action  in  refusing  to  reopen 
the  record  in  Docket  No.  6411  for  the  receipt  of  ad¬ 
ditional  evidence  arbitrary,  capricious,  and  an  abuse 
of  discretion? 

“3.  Did  the  Board’s  grant  of  a  temporary  certificate 
to  North  Central  for  the  Chicago-Detroit  local  service 
route  amount  to  the  grant  by  the  Board  of  a  permanent 
certificate  and  if  so,  was  such  grant  of  a  permanent 
certificate  without  notice  and  hearing? 


(i) 


II 


“4.  Did  petitioner  urge  its  issues  and  objections  fully 
and  timely  before  the  Board! 

“5.  Was  the  Board  required  to  consider  the  possible 
effect  of  legislation  pending  bu^  not  enacted  while  this 
case  was  before  the  Board?” 
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Jurisdictional  Statement  .  1 

Counter-statement  of  the  Case . ;  2 

Statement  of  Points .  6 
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Argument  .  7 

Argument : 

I.  The  Board’s  Decision  is  Warranted — Based 
Upon  Statistics  Which  Show  Kalamazoo 
To  Be  Largest  and  Most  Progressive  City 
Between  Terminal  Points  of  Route  7 ... .  7 

II.  Sharing  By  Kalamazoo  of  Battle  Creek  Air¬ 
port  Was  “No  Service”  Since  Fifty  to 
Sixty  Percent  of  Traffic  at  Battle  Creek 
Airport  Originates  or  Is  Destined  For 
Kalamazoo  . 8 

III.  Reversal  of  the  Board’s  Decision  Granting 
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pediment  . :  9 
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West  Service  at  Kalamazoo  Airport  Re¬ 
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Statutes : 

Civil  Aeronautics  Act  (49  U.S.C.  401,  et  seq.) : 

Section  1006(a)  .  1 

Administrative  Procedure  Act  (5  U.S.C.  1001  et  seq.): 
Section  10(a)  .  2 


IN  THE 


United  States  Court  of  Appeals 

FOR  THE  DISTRICT  OF  COLUMBIA  CIRCUIT 


No.  12,665 


LAKE  CENTRAL  AIRLINES,  INC., 

Petitioner, 


v. 

CIVIL  AERONAUTICS  BOARD, 

Respondent, 

AMERICAN  AIRLINES,  INC.,  NORTH  CENTRAL  AIR¬ 
LINES,  INC.,  CITY  OF  KALAMAZOO,  MICHIGAN, 

Intervenors 


ON  PETITION  TO  REVIEW  ORDERS  OF  THE  CIVIL 

AERONAUTICS  BOARD 


BRIEF  FOR  INTERVENOR,  THE  CITY  OF 
KALAMAZOO,  MICHIGAN 


Jurisdictional  Statement 

Jurisdiction  to  review  an  Order  of  the  Civil  Aeronautics 
Board  is  vested  in  this  Court  by  virtue  of  Section  1006(a) 


(1) 


2 


of  the  Civil  Aeronautics  Act  (49  U.S.C.  646(a))  and  Sec¬ 
tion  10(a)  of  the  Administrative  Procedure  Act  (5  TLS.C.A. 
1009(a)). 

Petitioner  invoked  this  jurisdiction  on  April  26,  1955  and 
seeks  review  of  the  validity  of  orders  of  the  Civil  Aero- 
nautics  Board  (hereinafter  called  Board)  designated  as 
Orders  Serial  No.  E-8975,  dated  February  2S,  1955,  Serial 
No.  E-912S,  dated  April  22,  1955  and  Serial  No.  E-9129, 
dated  April  25,  1955.  (J.A.  394,  466,  479  )* 

Counter-statement  of  the  Case 

On  September  2,  1953,  North  Central  Airlines  filed  an 
application  for  temporary  exemption  from  Section  401(a) 
of  the  Civil  Aeronautics  Act,  to  permit  it  to  engage  in  air 
transportation  of  persons,  property  and  mail  between  Chi¬ 
cago  and  Detroit  via  South  Bend,  Kalamazoo,  Battle  Creek, 
Jackson  and  Ann  Arbor  on  its  Route  No.  86.  On  September 
23,  1953,  Lake  Central  Air  Lines  filed  a  similar  application 
for  temporary  exemption  on  its  Route  No.  88. 

North  Central  Airlines  on  October  20, 1953,  and  Lake  Cen¬ 
tral  Airlines  on  September  11,  1953,  filed  applications  for 
amendment  to  their  certificates  of  public  convenience  and 
necessity  which  would  include  new  route  segments  between 
Chicago  and  Detroit  via  intermediate  points.  Each  also  re¬ 
quested  temporary  suspension  pursuant  to  Section  401(b) 
of  American  Airlines  certificate  with  respect  to  the  inter¬ 
mediate  points  between  Chicago  and  Detroit  on  Route 
No.  7. 

The  Board  denied  the  applications  of  North  Central  Air¬ 
lines  and  Lake  Central  Airlines  wherein  they  were  seeking 
a  temporary  exemption.  However,  the  applications  which 
sought  amendment  of  their  certificates  of  public  conven¬ 
ience  and  necessity  were  consolidated  and  an  investigation 


1  References  are  to  pages  of  the  printed  Joint  Appendix. 
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instituted  under  Docket  No.  6411,  the  instant  case,  to  ascer¬ 
tain  whether  the  public  convenience  and  necessity  re¬ 
quired  that  American  Airlines  authority  to  serve  Route 
No.  7  be  temporarily  suspended  and  if  so  whether  North 
Central  Airlines  or  Lake  Central  Airlines  should  receive 
a  temporary  certificate  to  serve  Route  No.  7.  ( J.A.  26,  27, 
368) 

On  December  4,  1953,  the  City  of  Kalamazoo,  Michigan 
filed  a  Petition  for  leave  to  intervene  which  was  granted 
by  the  Board,  stating  that  it  was  one  of  the  cities  having 
an  airport  on  Route  No.  7,  and  that  at  no  time  within  the 
past  ten  years  had  American  Airlines  given  regular  east- 
Avest  service  to  the  City.  It  sought  institution  of  air  service 
at  the  Kalamazoo  Airport. 

Further,  the  Aeronautics  Commission  of  Indiana,  the 
Postmaster  General,  United  Airlines,  Inc.  and  the  City  of 
Battle  Creek,  Michigan  were  granted  leave  to  intervene. 
(J.A.  26,  27) 

Ozark  Airlines,  at  the  pre-hearing  conference  on  Decem¬ 
ber  23,  1953,  sought  and  was  granted  consolidation  of  their 
petition  with  the  hearing  which  is  now  under  consideration, 
since  it  was  seeking  exactly  the  same  thing  as  North  Cen¬ 
tral  and  Lake  Central  Airlines. 

The  City  of  Battle  Creek,  Michigan,  sought  additional 
service  by  American  Airlines  between  Chicago  and  New 
York  via  Battle  Creek  and  Detroit  and  additional  service 
by  other  airlines  between  Chicago  and  Detroit. 

A  full  and  complete  hearing  was  had  at  Washington, 
D.C.  on  April  12-16,  1954.  Briefs  were  submitted  to  the 
Examiner  on  June  25,  1954,  and  on  November  4,  1954,  the 
Examiner’s  Initial  Decision  was  rendered. 

Oral  argument  on  the  Exceptions  taken  to  the  Examiner’s 
Decision  was  had  and  on  February  28,  1955,  the  Board 
issued  its  Orders  Serial  No.  E-8975,  Serial  No.  E-9128  dated 
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April  22,  1955  and  Serial  No.  E-9129  dated  April  2,  1955. 
(J.A.  394,  466,  479) 

At  all  times  and  in  all  proceedings  previous  to  the  final 
ruling  of  the  Board  the  City  of  Kalmazoo  took  no  position 
with  respect  to  which  airline  should  receive  a  certificate 
to  serve  Route  7  in  the  event  American  Airlines  certificate 
was  amended,  modified  or  altered. 

The  interest  of  Kalamazoo  lay  entirely  in  the  institution 
of  adequate  east-west  service  at  the  Kalamazoo  Airport, 
Kalamazoo,  Michigan. 

It  was  and  still  remains  Kalamazoo’s  position: 

1.  That  adequate  east-west  air  service  should  he  in¬ 
stituted  on  Route  No.  7  at  Kalamazoo  Airport,  which 
service  was  not  presently  available, 

2.  That  a  minimum  of  two  flights  daily,  morning  and 
evening,  be  scheduled  at  Kalamazoo  Airport, 

3.  That  the  abundant  evidence  of  record  regarding 
Kalamazoo’s  size,  economic  characteristics,  etc.  clearly 
proved  that  the  public  convenience  and  necessity  re¬ 
quired  institution  of  adequate  east-w^est  air  service 
at  Kalamazoo  Airport. 

It  is  Kalamazoo’s  position  that  the  Examiner’s  findings 

and  conclusions  (J.A.  336,  339,  341)  -wherein  Kalamazoo’s 

contentions  were  recognized,  evaluated  and  granted  by  the 

Examiner  are  entirelv  correct  and  the  affirmance  of  said 

•> 

findings  by  the  Board  should  be  upheld  by  this  Honorable 
Court. 

The  ruling  of  the  Board  has  been  adequately  and  com¬ 
pletely  effectuated.  North  Central  Airlines  lias  instituted 
service  at  the  Kalamazoo  Airport  and  from  the  original 
two  daily  round  trips  requested,  the  volume  of  air  traffic 
generated  by  Kalamazoo  has  warranted  the  four  round 
trips  daily  now  serving  that  City. 
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As  a  consequence  the  City  of  Kalamazoo  desires  that 
this  situation  be  not  disturbed  and  that  the  ruling  of  the 
Board  be  affirmed. 

Previous  to  the  Board’s  affirmance  of  the  Examiner’s  de¬ 
cision  the  City  of  Kalamazoo,  Michigan  was  in  dire  need 
of  adquate  east-AVest  service.  Such  service  was  completely 
warranted  as  proved  by  the  overwhelming  and  substantial 
evidence  proferred  by  Kalamazoo.  Thus,  the  City  of  Kala¬ 
mazoo  feels  that  the  public  convenience  and  necessity  will 
be  greately  impaired  if  this  Court  should  reverse  the  find¬ 
ing  of  the  Board  and  deprive  Kalamazoo’s  citizens  of  the 
air-service  which  it  presently  has. 

For  this  reason,  Kalamazoo  feels  that  the  Airline  which 
is  presently  serving  the  City  should  be  permitted  to  con¬ 
tinue  doing  so.  The  record  contains  adequate  and  sub¬ 
stantial  evidence  that  this  Airline  can  and  will  perform  the 
duties  and  services  required  in  order  to  carry  out  the  intent 
of  the  Act  in  its  public  convenience  and  necessity  aspects. 

The  evidence  showing  Kalamazoo’s  need  for  this  service 
and  the  reasons  upon  which  the  Examiner  and  the  Board 
based  their  findings  regarding  institution  of  air  service  at 
Kalamazoo  Airport  are  set  forth,  infra. 

It  is  respectfully  submitted  that  the  full  hearing  afforded 
in  this  proceeding  by  both  the  Examiner  and  the  Board 
resulted  in  a  fully  weighted  decision  and  one  based  upon 
complete,  adequate  and  substantial  evidence. 

The  law  is  well  settled  that  an  administrative  agency 
which  exercises  its  expertise  and  arrives  at  a  finding  based 
upon  adequate  and  substantial  evidence  will  not  be  re¬ 
versed  by  a  court.  National  Labor  Relations  Board  v. 
TTcarst  Publications ,  322  U.S.  111. 

This  Court  should  affirm  the  finding  of  the  Board  and 
then  permit  the  Airline  presently  serving  Boute  7  to  con¬ 
tinue  its  operations. 
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Statement  of  Points 

1.  The  findings  and  conclusions  of  the  Board  were  based 
upon  substantial  evidence  of  record. 

2.  The  institution  by  the  Board  of  adequate  east  -west 
air  service  at  the  Kalamazoo  Airport  was  necessary  and 
in  the  public  interest  and  the  carrier  designated  has 
adequately  fulfilled  the  needs  of  the  City. 

3.  A  reversal  by  this  Honorable  Court  in  the  instant 
case  will  result  in  nullification  of  the  benefits  which  have 
accrued  to  the  City  by  reason  of  the  Board’s  decision. 

Summary  of  Argument 

Based  upon  substantial  evidence  both  the  Examiner 
and  the  Board  found  that  the  City  of  Kalamazoo,  Michigan, 
is  in  great  need  of  adequate  east-west  airline  service  at 
the  Kalamazoo  Airport.  It  is  the  largest  Michigan  citg 
on  Route  7,  other  than  the  terminal  point  cities.  From  its 
tremendous  expansion  in  the  last  decade  and  its  indications 
of  greater  future  expansion,  the  public  convenience  and 
necessity  requires  institution  of  air  service  at  its  airport. 

The  previous  lack  of  east-west  air  service  at  the  Kalama¬ 
zoo  Airport  was  a  definite  impediment  to  the  full  utilization 
of  the  City’s  many  processing  and  manufacturing  plants. 
Concerns  in  the  City  have  contracts  with  the  Armed  Forces. 
They  faced  added  costs  and  inconveniences  daily — said  in¬ 
conveniences  likewise  being  suffered  by  the  Armed  Forces. 

Other  cities  having  comparable  manufacturing  concerns 
and  products  to  those  of  Kalamazoo  enjoyed  a  definite 
competitive  advantage  due  to  the  lack  of  east-west  air 
service  at  Kalamazoo  Airport.  Customers  seek  the  quickest, 
most  efficient  means  of  obtaining  products — -which  is  air 
transportation.  Affirmance  of  the  Board  and  the  Examiner’s 
decision  instituting  east-west  air  service  is  therefore  vital 
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to  rectify  and  dispel  Kalamazoo’s  previously  existing  air 
service  “starvation”  and  economic  disadvantage. 

The  record  shows  that  50  to  60  percent  of  the  traffic 
now  being  handled  at  Battle  Creek  Airport  was  generated 
from  or  destined  for  Kalamazoo.  (J.A.  72)  The  applicant 
Airlines  recognized  that  service  to  Kalamazoo  at  its  own 
airport  was  economically  and  practically  feasible  and  all 
expressed  a  willingness  and  eagerness  to  do  so.  (J.A.  141, 
144,  145) 

The  evidence  showed  that  in  order  to  rectify  Kalamazoo’s 
existing  economic  starvation,  competitive  disadvantage  and 
inadequate  means  of  transportation,  a  minimum  of  two 
round  trips  daily,  morning  and  night,  was  needed.  (J.A. 
44,  75,  76)  This  schedule  will  afford  businessmen  both 
coming  to  and  leaving  from  Kalamazoo  an  opportunity  to 
transact  business  at  distant  points  in  one  day.  That  this 
was  warranted  is  shown  by  the  four  round  trips  which 
arc  presently  in  effect. 

Argument 

I.  THE  BOARD'S  DECISION  IS  WARRANTED— BASED  UPON 
STATISTICS  WHICH  SHOW  KALAMAZOO  TO  BE  LARG¬ 
EST  AND  MOST  PROGRESSSIVE  CITY  BETWEEN  TER¬ 
MINAL  POINTS  OF  ROUTE  7. 

The  Board’s  affirmance  of  the  Examiner’s  finding  that 
the  City  of  Kalamazoo,  Michigan,  should  have  east-west 
airline  service  instituted  at  Kalamazoo  Airport  definitely 
served  the  public  convenience  and  necessity.  Kalamazoo 
is  presently  an  authorized  intermediate  point  between 
Chicago  and  Detroit  on  Route  7  but  prior  to  the  instant 
decision  no  air  service  had  been  furnished  Kalamazoo  other 
than  the  sharing  of  Battle  Creek’s  Airport. 

With  respect  to  size  and  future  potential,  Kalamazoo  is 
the  largest  Michigan  City  on  Route  7  between  the  terminal 
points  of  Chicago  and  Detroit.  Its  trading  area  extends 


30  miles  to  the  north,  40  miles  to  the  west,  40  miles  to  the 
south,  and  20  miles  to  the  east.  This  trade  area  represents 
approximately  200,000  people,  and  a  retail  trade  in  1952 
of  $168,664,403.  Since  1940  its  postal  receipts  and  number 
of  telephones  have  more  than  doubled;  its  bank  accounts, 
bank  deposits  and  building:  and  loan  assets  have  increased 
almost  500  percent.  The  statistics  show  a  definite  com¬ 
munity  of  interest  between  Kalamazoo,  the  other  cities  on 
Route  7  and  more  distant  cities. 

All  evidence  points  to  a  constant  expansion  of  this  in¬ 
dustry  and  population.  Without  adequate  air  service  this 
will  be  seriously  impaired  and  the  primary  aim  of  the  Act — 
to  see  that  the  public  convenience  and  necessity  is  served — 
will  not  be  carried  out. 

II.  SHARING  OF  KALAMAZOO  OF  BATTLE  CREEK  AIRPORT 
WAS  “NO  SERVICE’’  SINCE  FIFTY  TO  SIXTY  PERCENT 
OF  TRAFFIC  AT  BATTLE  CREEK  AIRPORT  ORIC.INATES 
OR  IS  DESTINED  FOR  KALAMAZOO. 

The  uncontroverted  testimony  showed  that  in  the  Kalama- 
zoo-Battle  Creek  traffic  compilation,  50  to  60  percent  of 
the  passengers  and  freight  originated  in  or  was  destined 
for  Kalamazoo.  (J.A.  72) 

Every  applicant  airline  in  the  instant  case  admitted  that 
no  regard  had  been  given  to  this  situation,  and  that  the 
passengers  listed  exclusively  as  Battle  Creek’s  were  in 
reality  a  lumping  of  the  cities  of  Kalamazoo  and  Battle 
Creek,  (J.A.  89,  90,  104,  105,  106,  107)  thus  giving  a 
grossly  misleading  slant  to  the  actual  situation  as  it  exists 
today  and  has  existed  for  many  years.  Since  Kalamazoo 
is  furnishing  over  50  to  60  percent  of  the  traffic  developed 
at  Battle  Creek,  and  its  trading  area  is  larger  than  Battle 
Creek’s,  (J.A.  49)  it  would  be  a  highly  inequitable  situation 
to  deprive  it  of  air  service.  It  can  furnish  more  than 
enough  passengers  and  freight  at  the  present  time  to  make 
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the  operation  economically  feasible  and  the  indications  that 
there  would  be  a  constant  increase  in  the  traffic  as  more 
people  become  dependent  upon  the  realize  the  advantages 
accruing  from  the  use  of  the  airplane  have  been  justified. 
In  fact,  the  amount  of  traffic  has  already  forced  an  increase 
from  two  to  four  round  trips  per  day ! 

Any  city  which  furnishes  50  to  60  percent  of  the  traffic 
developed  at  a  certain  location  deserves  service  of  its 
own.  The  so-called  “ service”  which  Kalamazoo  has  been 
afforded  over  the  years,  i.e.,  one  trip  per  day  at  the  Battle 
Creek  Airport,  is  tantamount  to  “no  service”  at  all. 

Bv  the  Board’s  decision  the  disabilitv  which  the  Citv 

V  V  * 

and  its  business  concerns  have  been  placed  under  has  been 
lifted.  The  institution  of  adequate  service  rendered  by 
this  decision  should  be  upheld  by  this  Court. 

III.  REVERSAL  OF  THE  BOARD’S  DECISION  GRANTING  EAST- 
WEST  AIR  SERVICE— WILL  REINSTITUTE  THE  PREVI¬ 
OUSLY  EXISTING  BUSINESS  IMPEDIMENT. 

Kalamazoo’s  lack  of  east-west  air  services  was  a  hin¬ 
drance  since  said  service  is  a  necessity  for  adequate  utiliza¬ 
tion  of  the  City’s  industries  and  businesses.  (J.A.  130) 
The  City  has  268  manufacturing  and  processing  concerns 
among  which  are  eight  paper  mills;  10  paper  converting 
plants;  20  to  25  foundry  and  machine  shops  including  the 
Checker  Cab  Company,  the  Upjohn  Pharmaceutical  Manu¬ 
facturing  Company,  the  Hercules  Powder  Company,  the 
American  Cyanamid  Company;  and  ten  sheet  metal  pro¬ 
ducers.  It  likewise  has  2,000  retailers  and  wholesalers.  In 
the  last  year  the  Hytron  Radio  and  Electronics  Division  of 
the  Columbia  Broadcasting  System  has  constructed  a  tele¬ 
vision  tube  manufacturing  plant,  expected  to  employ  1,500 
persons.  Further,  the  Sutherland  Paper  Company  is  erect¬ 
ing  a  plant  expected  to  employ  1,200  persons.  (J.A.  48) 

Surveys  made  by  the  Kalamazoo  Chamber  of  Commerce 
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show  that  with  only  12-1/4  percent  of  the  concerns  reporting, 
the  total  number  of  passengers  for  1953  using  rail  and 
car  facilities  was  9,944.  Based  on  these  figures  the  estimate 
of  passengers  for  the  future  air  service  is  conservatively 
placed  at  6,196.  North  Central  Airlines  has  estimated  this 
to  be  8,716  (J.A.  213)  which  Borg  Warner’s  traffic  manager 
has  estimated  should  be  25  percent  higher.  (J.A.  75)  These 
concerns  and  people  have,  of  necessity,  been  forced  to  use 
rail  or  automotive  transportation  to  Battle  Creek  or 
directly  to  Chicago  or  Detroit,  a  highly  inconvenient  and 
impractical  situation. 

Mr.  K.  J.  Whelan,  a  representative  of  the  Upjohn  Com¬ 
pany,  testified  to  an  additional  possible  762  trips,  based  on 
rail  traffic  alone,  utilized  by  his  concern.  (J.A.  68) 

The  Ingersoll  Products  Division  Borg  Warner  Corpora¬ 
tion  has  recently  acquired  the  Marathon  Corporation  in 
Warsaw,  Wisconsin,  adding  an  estimated  18  to  30  passengers 
per  month  to  Kalamazoo’s  east-west  air  potential.  The 
same  company  has  likewise  moved  the  sales  force  of  its 
Norge  Heat  Division  to  Kalamazoo,  adding  another  1,000 
to  1,200  air  passengers  per  year.  These  figures  and  ac¬ 
quisitions  are  not  included  in  the  Company’s  letter  setting 
out  its  operations  and  potentials,  since  they  occurred  subse¬ 
quent  to  the  Exhibits’  inception.  (J.A.  71,  72) 

IV.  AFFIRMANCE  BY  THE  BOARD  OF  THE  EXAMINER’S  DE¬ 
CISION  INSTITUTING  ADEQUATE  EAST-WEST  SERVICE 
AT  KALAMAZOO  AIRPORT  RELIEVED  KALAMAZOO’S 
“STARVATION”  AND  ECONOMIC  COMPETITIVE  DIS¬ 
ADVANTAGE. 

East-west  service  is  vital  to  the  City  of  Kalamazoo  in 
order  to  rectify  the  existing  “starvation”  and  economic 
competive  disadvantage.  (J.A.  103,  136,  141,  142)  The 
previous  service  was  definitely  not  adequate.  (J.A.  137) 
Businessmen  in  neighboring  cities  with  adequate  east-west 
air  transportation  had  a  decided  advantage  over  Kalama- 
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zoo  businessmen.  Competition  was  lessened  and  their 
ability  to  carry  out  transactions  on  an  equal  competitive 
level  was  stultified  for  a  concern  patronizes  the  manufac¬ 
turer  of  similar  goods  which  have  adequate  air  service. 
(J.A.  133,  134)  Rush  orders  were  not  capable  of  being 
handled  as  expeditiously  as  if  there  were  adequate  air 
service.  To  meet  deadlines,  which  necessitates  the  use  of 
air  transportation,  extra  money  must  be  expended  to 
transport  material  or  personnel  to  other  cities.  Since  the 
distance  between  Kalamazoo  and  Battle  Creek  is  over  23 
miles,  more  than  2  hours  for  a  round  trip  was  consumed. 

To  leave  Kalamazoo  in  the  morning,  transact  business  in 
Chicago  and  return  in  the  evening  by  train  involves  six  and 
one-lialf  hours  of  actual  travel  time.  (J.A.  47)  This  time 
could  be  fruitfully  utilized  if  it  did  not  have  to  be  spent  in 
transit.  The  Ingersoll  Products  Division  Borg-Warner 
Corporation  estimates  that  2,000  man  hours  of  executive 
time  was  lost  in  1953,  at  an  estimated  $5,000  cost,  solely 
from  the  lack  of  adequate  east-west  transportation.  The 
cost  to  the  Company  for  station  wagon  and  automobile  use 
was  $2,000.00.  (This  was  recognized  by  the  Examiner 
at  J.A.  311  of  his  decision.)  This  same  concern,  which 
is  engaged  in  manufacturing  amphibious  landing  vehicles 
and  jato  tubes  for  the  United  States  Navy  and  Marine 
Corps  has  pointed  out  that  any  transaction  which  entails 
travel  between  Kalamazoo  and  Washington,  D.  C.  or  other 
cities  means  a  50  to  110  mile  trip  by  car  or  taxi,  working 
a  hardship  on  the  government  and  Ingersoll  alike.  This 
is  only  one  example  showing  what  all  of  the  many  concerns 
in  Kalamazoo  faced  and  had  been  facing  due  to  the  “starva¬ 
tion”  that  they  had  to  endure.  This  previous  imbalance 
of  opportunity  to  compete  with  neighboring  communities 
and  concerns  (J.A.  134)  has  been  obviated  by  the  institu¬ 
tion  of  adequate  east-west  air  service. 
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V.  THE  BOARD'S  DECISION  WHICH  RESULTED  IN  THE 
GRANTING  OF  A  MINIMUM  OF  TWO  ROUND  TRIPS, 
MORNING  AND  NIGHT,  IS  ECONOMICALLY  AND  FEASI¬ 
BLY  SUPPORTED  AT  KALAMAZOO  AIRPORT. 

This  minimum  of  two  round  trips,  morning  and  night,  to 
Chicago  and  Detroit  lias  greatly  served  the  public  conven¬ 
ience  and  necessity  of  the  City  of  Kalamazoo.  Any  other 
service  would  be  inadequate  and  not  suitable  for  the  needs 
of  the  City.  Further,  the  traffic  potential  that  was  esti¬ 
mated  to  be  nothing  less  than  two  round  trips  (J.A.  44, 
75,  76)  has  now  jumped  to  four  round  trips  daily.  Busi¬ 
nessmen  must  be  able  to  leave  in  the  morning,  transact 
their  business  in  Chicago  or  Detroit  and  return  the  same 
day,  otherwise  a  layover  or  a  trip  by  auto  will  be  neces¬ 
sitated,  creating  an  immense  waste  of  time  and  money. 
This  would  likewise  apply  to  anyone  coming  to  Kalamazoo 
from  the  cities  on  Route  No.  7  or  its  terminal  points, 
Chicago  and  Detroit. 

An  early  morning  flight  is  of  considerable  benefit  to 
those  traveling  to  New  York,  Boston,  Philadelphia,  etc.,  as 
the  afternoon  flight  of  American  Airlines  departing  from 
Battle  Creek  arrived  in  those  cities  too  late  in  the  day  to 
conduct  any  business.  (J.A.  66,  67)  On  a  one-day  trip  to 
Washington,  D.  C.,  in  order  to  return,  businessmen  must 
land  at  Willow  Run,  Detroit,  and  come  the  remaining  110 
mile  distance  to  Kalamazoo  by  taxicab  or  station  wagon. 
Since  the  arrival  at  Willow  Run,  Detroit,  is  around  S:05 
P.  M.  and  a  2-x/2  to  3  hour  ride  remains,  their  sleep  and 
efficiency  is  cut  into  for  these  men  are  then  expected  for 
work  the  next  morning.  (J.A.  77,  78) 

This  service  to  the  City  is  economically  and  practically 
feasible,  as  shown  by  Kalamazoo’s  population,  industries, 
economic  growth,  etc.,  supra-.  That  the  airlines  realized 
these  capabilities  and  potentialities  of  the  city  is  shown 
by  the  fact  that  those  seeking  certification  in  the  instant 
case  were  ready,  willing,  and  able  to  furnish  the  service 


sought  by  the  City  of  Kalamazoo.  Two  of  the  airlines, 
North  Central  and  Lake  Central,  submitted  tentative  sched¬ 
ules  for  service  to  Kalamazoo.  On  cross-examination  the 
third  airline,  Ozark,  explained  that  it  had  submitted  its 
exhibits  on  the  basis  of  the  situation  as  it  presently  exists 
— no  service  to  Kalamazoo,  thus  not  including  it  in  a 
schedule.  However,  it  then  expressed  its  willingness  and 
eagerness  to  serve  the  City  of  Kalamazoo,  expressing  the 
conviction  that  on  the  testimony  adduced  at  the  hearing 
regarding  Kalamazoo  it  would  be  to  the  interest  of  the 
people  of  Kalamazoo  to  be  served  at  their  own  airport. 
Also,  this  service  at  the  Kalamazoo  Airport  would  be  a 
benefit  to  the  City’s  economy.  (J.A.  141,  142,  144,  145) 

If  the  City  can  support  service  at  its  own  airport,  and 
Kalamazoo  has  shown  that  it  can,  then  the  service  granted 
by  the  Board’s  decision  should  not  be  disturbed  by  a  rever¬ 
sal  of  said  decision. 


Conclusion 

It  is  respectfully  submitted  that  the  record  adequately 
proves  that  the  City  of  Kalamazoo,  Michigan,  is  the  largest 
and  most  progressive  Michigan  City  on  Route  7.  The  pre¬ 
vious  lack  of  adequate  east-west  service  at  Kalamazoo  Air¬ 
port  has  been  and  is  a  great  detriment  to  the  City,  its  in¬ 
habitants  and  business  concerns. 

Wherefore,  the  City  of  Kalamazoo,  Michigan,  respect¬ 
fully  requests  that  this  Court  affirm  the  Board’s  finding 
that  the  public  convenience  and  necessity: 

1.  Requires  immediate  institution  of  adequate  east-west 
air  service  on  Route  7  to  the  City  of  Kalamazoo  at  the 
Kalamazoo  Airport.  (J.A.  336) 

2.  Requires  institution  of  a  minimum  of  two  round  trips 
daily  morning  and  night,  on  Route  No.  7  at  the  Kalamazoo 
Airport; 
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3.  Requires  the  institution  of  service  at  Kalamazoo  Air¬ 
port  above  named  herein  due  to  the  community  of  interest 
existing  between  Kalamazoo,  its  neighboring  cities  on 
Route  Xo.  7  and  more  distant  points. 

Reversal  of  the  Board’s  decision  will  result  in  cessation 
of  the  greatly  needed  and  essential  service  which  was 
granted.  Therefore,  it  is  respectfully  submitted  that  the 
Board’s  decision  be  affirmed. 

Respectfully  submitted, 

Robert  A.  Palmer, 

Charles  S.  Rhyne, 

J.  Parker  Connor, 

ATTORNEYS  FOR  INTER VENORS, 

CITY  OF  KALAMAZOO,  MICHIGAN. 

Robert  A.  Palmer, 

615  American  National  Bank  Building, 

Kalamazoo,  Michigan. 

Rhyne,  Mullin,  Connor,  &  Rhyne, 

726  Jackson  Place,  N.  W ., 

Washington  6,  D.  C., 

COUNSEL  FOR  CITY  OF  KALAMAZOO,  MICHIGAN, 

INTERVENOR. 

April  16,  1956. 
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IN  THE 


United  States  Court  ol  Appeals 

For  the  District  of  Columbia  Circuit 


No.  12,665 


Lake  Central  Airlines,  Inc., 

Petitioner, 

v. 

Civil  Aeronautics  Board, 

Respondent, 

American  Airlines,  Inc., 

North  Central  Airlines,  Inc., 

City  of  Kalamazoo,  Michigan, 

Intervenors. 


On  Petition  To  Review  Orders  of 
The  Civil  Aeronautics  Board. 


REPLY  BRIEF  FOR  PETITIONER 


Now  comes  the  petitioner  Lake  Central  Airlines,  Inc. 
(Lake  Central)  to  reply  to  the  briefs  of  the  respondent  Civil 
Aeronautics  Board  and  the  Intervenors  North  Central  Air¬ 
lines,  Inc.  (North  Central)  and  the  City  of  Kalamazoo, 
Michigan,  as  follows: 
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I. 

BRIEF  OF  INTER VENOR  CITY  OF  KALAMAZOO 
IS  IRRELEVANT  TO  ISSUES  BEFORE  COURT. 

The  intervenor  the  City  of  Kalamazoo,  Michigan,  has  filed 
a  brief  in  which  it  argues  (1)  that  local  air  service  to  the 
city  of  two  or  more  daily  schedules  is  required  and  that  the 
Board’s  findings  with  respect  thereto  are  valid;  (2)  that 
such  service  should  be  supplied  through  the  city’s  own  air¬ 
port  rather  than  the  Battle  Creek  airport;  (3)  that  North 
Central’s  present  service  pursuant  to  the  Board  orders 
under  review  is  satisfactory;  (4)  that  reversal  of  the  Board 
orders  will  deprive  the  city  of  such  needed  service;  (5)  and 
that  therefore,  such  orders  should  be  sustained. 

This  argument  is  totally  irrelevant  to  the  issues  before 
the  Court.  Those  issues  concern  onlv  the  validitv  of  the 

w  — 

Board’s  action  in  certificating  North  Central  rather  than 
Lake  Central  to  provide  local  air  service  to  the  cities  on 
Route  7,  including  Kalamazoo.  They  do  not  involve  any 
review  of  that  portion  of  the  Board’s  orders  substituting 
local  air  service  on  the  route,  nor  do  they  raise  any  question 
of  whether  such  service  should  be  provided  to  Kalamazoo 
through  its  own  airport  or  the  airport  of  the  neighboring 
city  of  Battle  Creek.1  There  is  also  no  issue  before  the 
Court  with  respect  to  the  satisfactory  or  unsatisfactory 
nature  of  North  Central’s  service  over  Route  7  pursuant  to 
the  Board  orders  here  under  review  nor  any  facts  of  record 
relating  thereto. 

Finally,  the  City’s  suggestion  that  a  reversal  of  the 
Board’s  orders  would  deprive  it  of  local  air  service  (Kal. 
Br.  9,  10)  is  not  only  incorrect,  but  also  clearly  has  no  bear¬ 
ing  on  the  validity  of  the  Board’s  action. 


1  Both  Lake  Central  and  North  Central  before  the  Board  proposed  to  render 
service  to  Kalamazoo  through  its  own  airport.  (Kal.  Br.  13) 
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n. 

INTER VENOR  NORTH  CENTRAL'S  BRIEF  IS  DEVOTED  TO  IRREL¬ 
EVANT  CONTENTIONS  AND  INCLUDES  MUCH  IMPROPER 
MATERIAL  NOT  A  PART  OF  THE  RECORD  BEFORE  THE 
COURT. 

At  pages  8  and  9  of  its  brief,  North  Central  set  forth 
eight  findings  which  it  states  were  made  by  the  Board.  Only 
the  last  three  of  these,  at  page  9  of  the  brief,  i.e.,  findings 
numbered  (6),  (7),  and  (8),  served  as  the  basis  for  the 
Board’s  selection  of  North  Central  to  operate  local  air  serv¬ 
ice  over  Route  7,  which  is  the  Board’s  action  here  at  issue. 
This  is  clearly  shown  by  the  Board’s  opinion  and  the 
respondent’s  brief  and  is  conceded  by  North  Central. 
(Resp.  Br.  3,  8;  N.C.  Br.  4)  In  spite  of  this  fact,  North 
Central  has  burdened  the  Court  with  extensive  argument 
(N.C.  Br.  9-16,  24,  25,  34)  to  prove  the  validity  of  the  first 
five  findings  listed  by  it.  There  are  three  purposes,  as  dis¬ 
closed  by  the  brief,  for  such  irrelevancies. 

The  first  purpose  is  to  construct  the  basis  for  an  argu¬ 
ment  to  the  effect  that  any  one  of  the  Board’s  findings  which 
served  as  a  basis  for  selecting  North  Central  in  preference 
to  Lake  Central  to  operate  Route  7  will  support  the  Board’s 
ultimate  conclusion  wrhen  considered  along  with  the  first 
five  findings  listed  by  the  intervenor.  (N.C.  Br.  24-28)  This 
is  an  effort  to  answer  petitioner’s  contention  that  if  any  of 
the  Board’s  three  basic  findings  set  forth  in  the  agency’s 
opinion  as  the  grounds  for  its  selection  of  North  Central  is 
shown  to  be  invalid,  the  Board’s  orders  must  be  set  aside. 
(Pet.  Br.  19) 

The  short  reply  to  the  intervenor ’s  contention  is  that  the 
Board’s  two  opinions  do  not  state  as  a  basis  for  the  selec¬ 
tion  of  North  Central  any  of  the  first  five  findings  advanced 
by  the  intervenor  either  singly  or  in  combination  with  any 
other  finding. 

The  second  purpose  of  North  Central  in  arguing  these 
irrelevant  matters  is  to  furnish  a  basis  for  the  carrier  to 
contend  that,  since  North  Central  presented  its  case  to  the 


Board  on  the  basis  of  three  round  trips  a  day  over  Route  7, 
while  Lake  Central  used  a  more  conservative  basis  of  two 
round  trips  for  its  estimates,  North  Central  offered  “more 
services”  and  consequently,  the  Board  was  justified  in  se¬ 
lecting  it.  (N.C.  Br.  12-16,  23,  25,  22)  This  argument  also 
serves  as  a  framework  in  which  North  Central  discusses 
commuter  service,  its  proposal  to  serve  Detroit  through  the 
City  of  Detroit  Airport,  service  to  Kalamazoo  through  the 
city’s  airport  rather  than  the  Battle  Creek  Airport,  the 
uneconomic  condition  of  Convair  operations  as  compared 
to  DC-3  operations,  and  other  extraneous  matters.  (N.C. 
Br.  12-16) 

These  are  all  matters  that  North  Central  argued  to  the 
Board  in  support  of  its  application,  but  the  short  reply  is 
that  the  Board  did  not  accept  any  of  them  as  a  basis  for  its 
orders.  This  is  clearly  shown  in  the  Board’s  brief.  (Resp. 
Br.  3,  8) 

The  third  purpose  of  North  Central’s  extended  excursion 
into  the  immaterial  is  to  lay  the  groundwork  for  a  conten¬ 
tion  that  because  the  petitioner  confined  itself  to  an  attack 
on  the  three  reasons  which  the  Board  gave  for  its  action, 
peitioner’s  arguments  have  become  moot  and  need  not  be 
considered  by  the  Court.  (N.C.  Br.  39)  No  reply  is  required 
to  this  assertion. 

All  of  this  reliance  upon  extraneous  issues  strongly  sug¬ 
gests  that  North  Central  has  little  faith  in  the  reasons  which 
the  Board  did  advance  for  its  action.  This  inference  is 
borne  out  by  the  further  fact  that  North  Central  seriously 
advances  as  a  major  point  in  its  brief  the  contention  that 
petitioner’s  arguments  have  become  moot  by  reason  of 
North  Central’s  experience  in  operating  Route  7  pursuant 
to  those  orders.  (N.C.  Br.  39-41)  In  support  of  this  con¬ 
tention  North  Central  sets  forth  at  page  40  of  its  brief  a 
series  of  figures,  which  it  asserts  reflect  the  carrier’s  expe¬ 
rience  in  operating  the  route  which  in  turn  are  based  upon  a 
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series  of  self-serving  exhibits  attached  to  the  brief.  (N.C. 
Br.  47-51) 2 

Petitioner  will  not  burden  the  Court  with  a  motion  to 
strike  this  improper  argument  and  “evidence”  of  North 
Central.  However,  petitioner  does  not  concede  the  accuracy 
of  any  of  the  data  referred  to  by  North  Central  and  believes 
that  a  careful  examination  thereof  would  prove  it  to  be  as 
completely  inaccurate  as  are  the  arguments  of  North  Cen¬ 
tral  which  are  based  on  material  which  is  of  record  in  the 
case. 

m. 

BASED  ON  THE  FACTS  OF  RECORD  WHICH  ARE  BEFORE  THE 
COURT  IN  THIS  CASE.  THE  RESPONDENT  AND  THE  INTER- 
VENORS  HAVE  FAILED  TO  SUPPORT  THE  VALIDITY  OF 
THE  BOARD'S  ORDERS. 

A.  THE  SELECTION  OF  NORTH  CENTRAL  TO  OPERATE  LOCAL  AIR  SERV¬ 
ICE  OVER  ROUTE  7.  AND  THE  REJECTION  OF  LAKE  CENTRAL'S 

APPLICATION  IS  NOT  SUPPORTED  BY  VALID  FINDINGS  AND  SUBSTAN¬ 
TIAL  EVIDENCE. 

Petitioner  and  respondent  are  agreed  that  the  Board’s 
findings  supporting  its  choice  of  North  Central  to  operate 
Route  7  in  preference  to  Lake  Central  relate  to  (1)  integra¬ 
tion  of  routes,  (2)  cost  of  operating  Route  7,  and  (3) 
promptness  in  inaugurating  service  over  the  route.  (Pet. 
Br.  20;  Resp.  Br.  8)  The  issue  is  whether  or  not  the  findings 
of  the  Board  on  these  matters  are  supported  by  substantial 
evidence  and  by  adequate  subsidiary  findings  of  fact. 

1.  Integration  of  routes. 

Both  respondent  and  North  Central  assert  that  the  Board 
found  that  Route  7  would  integrate  better  into  North  Cen¬ 
tral  ’s  existing  route  system  than  Lake  Central ’s  on  the  basis 

*  North  Central  concedes  that  none  of  this  material  is  a  part  of  the  record 
before  the  Court,  but  attempts  to  justify  this  deliberate  violation  of  proper  pro¬ 
cedure  with  the  contention  that  when  an  issue  of  mootness  is  raised  “  rarely  is 
the  evidence  a  part  of  the  record  before  the  court.”  (N.C.  Br.  40,  41,  Foot¬ 
note  1.) 
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of  (a)  operational  considerations,  and  (b)  traffic  considera¬ 
tions.  (Resp.  Br.  8-12;  N.C.  Br.  22) 
a.  Operational  considerations.  Both  respondent  and 
North  Central  state  that  the  Board  found  that  there  were 
advantages  from  an  operational  standpoint  inuring  to 
North  Central  if  it  were  certificated  to  provide  service  over 
Route  7.  The  briefs  state  that  this  conclusion  was  supported 
by  subsidiary  findings  that  (1)  North  Central  could  provide 
maximum  equipment,  crew  rotation,  and  utilization  of  air¬ 
craft  because  it  already  served  Chicago  and  Detroit,  so  that 
its  certification  over  Route  7  would  merely  bridge  the  gap 
between  its  existing  routes;  (2)  North  Central  had  station 
facilities  at  both  Chicago  and  Detroit  which  could  be  used  to 
advantage  in  the  operation  of  the  route,  whereas  Lake  Cen¬ 
tral  had  facilities  only  at  Chicago.  (Resp.  Br.  9;  N.C. 
Br.  22) 

The  present  emphasis  on  the  first  of  these  alleged  findings 
appears  to  be  an  after-thought,  as  the  Board  did  not  make 
reference  to  it  in  either  of  its  two  opinions.  The  present 
claim  would  appear  to  be  that  the  agency  adopted  the  fol¬ 
lowing  sentence  from  the  Examiner’s  Initial  Decision 
( J.  A.  340) :  3 

“It  would  be  a  relative  simple  matter  for  North  Cen¬ 
tral  to  connect  this  gap  between  Chicago  and  Detroit 
which  would  permit  maximum  equipment  and  crew 
rotation  and  utilization,  improve  its  efficiency  and 
lower  its  system  costs.” 

This  statement  is  an  argument  to  the  effect  that,  since 
North  Central  has  a  route  extending  southeastward  into 

3  This  is  but  one  instance  of  the  Board  jumping  back  and  forth  between  its 
opinions  and  the  Examin?r’s  Initial  Deeision  in  order  to  try  and  construct  a 
basis  for  its  action.  Section  1005(f)  of  the  Civil  Aeronautics  Act  requires  the 
Board  to  set  forth  in  its  orders  the  findings  of  fact  on  which  those  orders  are 
based  (49  U.S.C.  645(f)),  as  does  Section  8(b)  of  the  Administrative  Procedure 
Act  (5  U.S.C.  1007(b)).  Petitioner  urges  that  the  requirements  of  these  sec¬ 
tions  are  not  met  when  the  agency  writes  two  opinions  purporting  to  set  forth 
the  basis  of  its  action  and  th?n,  through  the  device  of  an  alleged  blanket  adop¬ 
tion  of  the  Examiner’s  report,  picks  up  every  random  sentence  from  that  report 
and  advances  it  as  a  ground  for  its  action. 


Detroit  from  Northern  Michigan  and  another  route  extend¬ 
ing  from  the  northwest  into  Chicago,  the  carrier,  if  certifi¬ 
cated  to  operate  over  Route  7,  will  be  able  to  rotate  its  air¬ 
craft  and  crews  between  Route  7  and  such  routes  instead 
of  shuttling  them  back  and  forth  between  Chicago  and 
Detroit.  Although  the  Board  did  not  say  so  in  its  two  opin¬ 
ions,  its  brief  now  asserts  that,  in  contrast.  Lake  Central 
would  only  have  a  stub-end  if  it  were  certificated  to  operate 
Route  7  and  could  not  achieve  such  maximum  use  of  equip¬ 
ment  and  crews.  (Resp.  Br.  9) 

If  it  is  such  a  “simple  matter,”  as  the  cited  quotation 
states,  for  North  Central  to  provide  such  rotation  of  equip¬ 
ment,  then  it  would  seem  that  the  carrier  could  have  easily 
put  in  evidence  equipment  rotation  charts  and  schedules 
which  could  clearly  demonstrate  such  an  operation.  How¬ 
ever,  it  did  not,  and  the  respondent  can  cite  none.  All  that 
the  Board  relies  upon  is  a  bare,  unsupported  statement  by 
a  North  Central  witness  at  pages  121  and  122  of  the  joint 
appendix.  (Resp.  Br.  9) 

The  reason  for  the  absence  of  such  supporting  evidence 
is  that  anyone  connected  with  the  air  transport  business 
knows  that  the  scheduling  and  rotation  of  aircraft  over  a 
given  route  system  to  secure  maximum  use  thereof  and  still 
have  the  aircraft  at  the  right  place  at  the  right  time  to  serve 
the  public  is  one  of  the  most  difficult  technical  problems  of 
air  carrier  operations.  For  that  reason,  there  has  hardly 
been  a  case  before  the  Civil  Aeronautics  Board  involving 
route  extensions  in  which  the  applicants  have  not  presented 
extensive  utilization  charts  and  operation  plans  to  demon¬ 
strate  to  the  Board  how  the  adidtion  of  the  proposed  route 
to  their  existing  system  would  provide  maximum  opera¬ 
tional  utilization  of  their  aircraft  and  crews.  The  fact  that 
North  Central  did  not  present  any  such  evidence  to  the 
Board  in  this  case  would  indicate  that  far  from  being  a 
simple  matter,  it  was  a  very  complex  one  which,  if  it  could 
be  accomplished  at  all  with  North  Central’s  system,  could 
be  done  only  with  difficulty.  The  only  scheduling  plan  that 


North  Central  presented  to  the  Board  showed  that  its  air¬ 
craft  would  be  shuttled  back  and  forth  between  Chicago  and 
Detroit.  (J.  A.  235) 

On  the  other  hand,  Lake  Central  introduced  in  evidence 
an  equipment  chart  showing  exactly  how  it  would  rotate  its 
aircraft  on  and  off  its  existing  system  so  as  to  serve  Route 
7  and  achieve  maximum  utilization,  which  was  supported 
by  evidence  of  schedule  routing  up  to  that  time.  (J.  A.  179) 

Petitioner  believes  that  under  the  circumstances  the  sug¬ 
gested  conclusion  of  greater  utilization  by  North  Central, 
if  it  were  certificated  to  serve  Route  7,  is  completely  unsup¬ 
ported  by  any  evidence  whatsoever  and  by  any  adequate 
subsidiary  findings  of  fact  as  to  how  such  a  result  could  be 
achieved. 

The  second  of  the  alleged  findings  to  support  the  conclu¬ 
sion  of  an  operational  advantage  to  North  Central,  relates 
to  the  station  facilities  of  that  carrier  at  Chicago  and  De¬ 
troit,  supra,  5.  However,  the  Board  did  not,  in  either  of  its 
opinions,  use  this  fact  to  support  a  finding  that  Route  7  inte¬ 
grated  into  North  Central’s  system  better  than  into  Lake 
Central’s  (J.  A.  371)  but  only  in  support  of  its  conclusion 
that  North  Central  could  inaugurate  service  over  Route  7 
more  promptly,  (J.  A.  372,  373).  As  petitioner  has  demon¬ 
strated  in  its  brief  on  page  37,  this  finding  is  not  adequate 
even  for  that  purpose. 

b.  Single  plane  service.  The  Board  in  its  two  opinions 
based  its  conclusion  that  Route  7  would  integrate  into 
North  Central’s  system  better  than  into  Lake  Central’s  sys¬ 
tem  on  the  ground  that  North  Central  could  provide  more 
one-plane  service  between  Route  7  cities  and  its  existing 
routes  than  could  Lake  Central  (J.  A.  371,  372).  This  con¬ 
clusion  was  based  upon  a  finding  that  North  Central  had 
“considerable  opportunity”  to  provide  one-plane  service 
between  Route  7  cities  and  North  Central  cities  west  of 
Lake  Michigan  and  that  the  direct  service  Lake  Central 
could  provide  between  Route  7  points  and  its  existing  route 
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would  not  compare  in  importance  “to  the  single-plane  serv¬ 
ices  that  North  Central  would  provide”  (J.  A.  371). 4 * * 

Petitioner,  in  its  brief,  pointed  out  that  there  was  no  sub¬ 
stantial  evidence  to  support  a  reasonable  probability  of 
such  service  by  North  Central  because  (1)  North  Central 
had  not  unequivocally  shown  an  intention  to  provide  such 
an  operation  and  had  in  fact  introduced  only  schedules 
showing  a  connecting  service  at  Chicago,  (2)  traffic  figures 
in  the  record  showed  that  travel  between  Route  7  cities  and 
the  points  on  North  Central’s  system  involved  was  insignifi¬ 
cant,  (3)  that  this  negligible  demand  was  insignificant  in 
relation  to  evidence  of  record  showing  a  substantial  com¬ 
munity  of  interest  and  travel  between  Lake  Central’s 
territory  and  Route  7  territory  and  a  need  for  direct  one 
carrier  service  to  connect  the  areas/’  (4)  any  need  for  air 
service  between  Route  7  cities  and  cities  west  of  Lake 
Michigan  could  be  more  effectively  and  safely  provided  by 
connection  with  trunk  carriers  at  Grand  Rapids  through 
certification  of  Lake  Central/  (5)  the  Board’s  alleged  con¬ 
cern  for  one-plane  service  beyond  Chicago  was  inconsistent 
with  its  unconcern  for  such  service  beyond  Detroit  in  re¬ 
moving  American  Airlines  service  from  Route  7,  and  (6) 
one-plane  local  air  service  through  Chicago  was  inconsistent 
with  the  Board’s  conclusion  in  the  Parks  Investigation 
Case ,  11  C.A.B.  779,  where  the  Board  refused  to  certificate 
Lake  Central  to  serve  points  northwest  of  Chicago  because 
of  the  absence  of  such  a  need  (Pet.  Br.  22-27).7  Neither  the 

4  Emphasis  supplied. 

*  Respondent  argues  that  Lake  Central  proposed  only  connecting  service 
between  such  points  (Rcsp.  Br.  11.  Footnote  11).  The  Board  did  not  rely  upon 
any  such  finding  to  offset  the  need  of  the  two  areas  for  direct  one-carrier  service. 

"Tn  a  footnote  to  its  brief  (Resp.  Br.  11,  Footnote  11)  the  Board  suggests 
that  connecting  service  at  Chicago  “will  be  equally  adequate  for  this  pur¬ 
pose.”  It  fails,  however,  to  say  what  supports  this  statement  and  no  effort 
is  made  to  show  wherein  Lake  Central’s  argument  based  on  facts  (Pet.  Br.  26, 
27)  is  invalid. 

7  Respondent  does  in  Footnote  13  on  page  12  of  its  brief  try  to  meet  the 
argument  of  petitioner  (Pet.  Br.  6,  25)  that  the  Board’s  present  conclusions 
are  inconsistent  with  its  action  in  the  Parks  Investigation  Case,  11  C.A.B.  779. 
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respondent  nor  the  intervenor,  North  Central,  makes  any 
effort  in  their  briefs  to  answer  these  arguments  of  Lake 
Central  with  the  exception  of  tvro  footnotes  discussed  herein 
(Resp.  Br.  Footnotes  11  and  13). 

Instead  the  Board  now  says  that  Lake  Central  has  mis¬ 
conceived  the  nature  of  the  Board’s  findings.  It  concedes 
that  the  Board  had  no  genuine  assurances  that  North  Cen¬ 
tral  would  provide  one-plane  service  between  the  Route  7 
cities  and  the  points  west  of  Lake  Michigan  on  that  car¬ 
rier’s  routes,  and  that  the  Board’s  action  was  not  based 
upon  such  assurances.8  It  further  concedes  that  whether  or 
not  there  would  be  a  demand  sufficient  to  support  such  a 
service  is  speculative  and  that  the  Board  at  most  was 
merely  expressing  a  belief  that  the  prospect  of  developing 
additional  traffic  was  more  promising  in  the  case  of  North 
Central  than  Lake  Central  (Resp.  Br.  10,  11).  Respondent 
rests  its  case  on  the  ground  that  the  Board  was  entitled  to 
indulge  in  such  speculation  as  a  basis  for  its  action  in  light 
of  this  Court’s  decision  in  American  Airlines  v.  Civil  Aero¬ 
nautics  Board,  89  U.S.  App.  D.  C.  365,  192  F.  2d  417,  422 
(1952). 9 


by  asserting  that  Lake  Central  at  the  time  of  that  decision  *  ‘  did  not  have  any 
routes  into  Chicago  which,  by  connecting  with  the  routes  applied  for  would 
straddle  the  Lake.”  Route  7  into  Chicago  can  hardly  be  described  as  “strad¬ 
dling”  the  lake.  Moreover,  Lake  Central  did  at  that  timn,  as  it  does  now,  have 
a  route  into  Chicago  from  the  east  (11  C.A.B.  779,  842),  and  the  routes  it 
sought  and  with  respect  to  which  the  Board  categorically  declared  that  “traffic 
from  local  points  on  each  side  of  Chicago  would,  as  experience  shows,  tend  to 
flow  to  Chicago,  but  not  beyond,”  included  several  Wisconsin  cities  among 
which  was  Madison,  which  the  Board  now  finds  has  a  need  for  one-plane  service 
when  North  Central  applies  for  it.  (11  C.A.B.  779,  805;  J.  A.  371). 

8 Respondent  does  state  that  North  Central  “did  indicate  an  intention”  to 
provide  one-plane  service  between  the  points  involved.  (Res.  Br.  10).  However, 
petitioner  believes  that  a  reading  of  all  the  statements  in  the  record  cited  by 
respondent  and  those  cited  by  petitioner  (Pet.  Br.  22,  23)  taken  together  sup¬ 
port  Lake  Central’s  position  in  its  brief  that  North  Central  did  not  unequivo¬ 
cally  propose  that  it  would,  if  certificated,  provide  such  service  and  did  not 
submit  schedules  showing  such  a  proposed  service. 


*  Resp.  Br.  11. 
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The  Court  need  only  read  the  pages  of  the  Board’s  two 
opinions  dealing  with  this  subject  to  see  how  far  the  Board 
has  retreated  from  the  reasons  it  there  put  forth  in  support 
of  its  conclusion  (J.  A.  371,  372).  Moreover,  such  vague 
speculation  as  that  on  which  the  Board  now  relies  in  its 
“third  opinion”  clearly  does  not  provide  the  substantial 
basis  either  in  terms  of  findings  or  of  evidence  to  offset  the 
showing  in  this  record  with  respect  to  existing  negligible 
travel  between  Route  7  points  and  cities  west  of  Lake 
Michigan  (J.  A.  228).  This  is  particularly  true  when  the 
Board  was  confronted  with  concrete  evidence,  not  specula¬ 
tion,  which  it  conceded,  as  to  the  need  for  direct  service 
between  Lake  Central’s  existing  routes  and  Detroit  (Pet. 
Br.  25,  26).  This  is  not  a  case  of  speculation  balanced 
against  speculation  but  a  case  of  speculation  versus  facts. 

Nor  is  the  respondent’s  position  helped  by  reliance  on 
American  Airlines  v.  Civil  Aeronautics  Board,  supra .  In 
that  case  this  Court  held  that  the  Board  was  entitled  to 
grant  an  experimental  certificate  for  all  freight  service 
upon  the  basis  of  a  reasonably  supported  estimate  of  an 
air  freight  potential  that  was  “of  comparative  substan¬ 
tiality”  (p.  422).  Under  such  circumstances  the  Court  said 
that  it  was  not  necessary  for  the  Board  to  find  a  precise 
figure  of  air  freight  potential.  The  Court  also  recognized 
that  when  an  administrative  agency  is  acting  upon  some¬ 
thing  which  must  occur  in  the  future  that  the  evidence 
necessarily  will  include  estimates,  forecasts,  or  opinions 
on  future  events.  However,  the  Court  said  that  “At  the 
same  time,  governmental  permission  for  the  future  cannot 
be  fashioned  from  pure  speculation  devoid  of  factual  prem¬ 
ise.  Public  convenience  and  necessity  in  the  sense  of  these 
statutes  has  a  hard  core  of  factual  possibility,  which  can  be 
estimated  and  evaluated  only  upon  the  basis  of  present  and 
past  events  and  conditions”  (p.  421).  In  this  case  the  re¬ 
spondent  by  its  own  statements  on  brief  has  shown  that  its 
conclusions  as  to  one-plane  service  do  not  rest  on  “a  hard 
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core  of  possibility”  based  upon  facts  of  record  but  upon 
only  a  speculative  possibility  which  petitioner  has  shown  is 
contrary  to  those  facts.  This  abandonment  of  realities  in 
favor  of  speculation  is  now  stated  to  have  been  based  upon 
(a)  a  showing  of  a  community  of  interest  between  Route  7 
cities  and  those  west  of  Chicago  served  by  North  Central 
and  (b)  an  exhibit  of  North  Central’s  showing  that  other 
cities  in  Lake  Michigan  developed  a  substantial  traffic 
growth  when  furnished  direct  air  service  to  points  west  of 
the  Lake  (Resp.  Br.  10).  The  first  of  these  is  clearly  insuf¬ 
ficient  as  a  basis  for  Board  action  since  the  existing  com¬ 
munity  of  interest  is  negligible  (See  Pet.  Br.  23).  If  it  were 
not  negligible,  it  would  have  been  unnecessary  for  North 
Central  to  indulge  in  the  speculation  contained  in  the  exhibit 
to  which  the  Board  refers  and  for  the  Board  to  now  state 
that  it  relies  on  that  exhibit.  In  its  brief  petitioner  has 
analyzed  the  exhibit  in  question  and  has  shown  that  it  is 
worthless  as  a  basis  for  the  Board’s  conclusion  here  in¬ 
volved.  (Ret.  Br.  23,  24,  also  Footnote  22.)  Neither  the 
respondent  nor  the  intervenor,  North  Central,  has  at¬ 
tempted  to  answer  that  criticism  in  their  briefs.  Moreover, 
the  Board  itself  in  its  opinions  did  not  accept  the  exhibit. 
(J.  A.  372).  The  respondent  now  says  that  although  it  did 
not  accept  the  prediction  there  of  so-called  “across-the- 
lake  traffic,”10  “to  the  extent  estimated,”  nevertheless  it 
found  North  Central’s  prospects  of  developing  new  traffic 
“promising,”  whatever  that  may  mean  in  this  context. 
(Resp.  Br.  11,  12).  The  Board  is  thus  now  in  the  position 
of  saying  that  it  based  its  conclusion  as  to  which  carrier 
could  provide  more  one-plane  service  upon  a  speculative 
possibility,  which  in  turn  is  supported  only  by  a  projection 
of  a  comparison  involving  other  cities  than  the  ones  "with 
which  the  case  was  concerned  and  which  itself  was  so  specu¬ 
lative  that  the  agency  relied  upon  it  only  to  the  vague  and 


10  As  pointed  out  in  petitioner’s  brief  this  is  really  “around-the-lafce”  traffic 
through  Chicago  (Pet.  Br.  26.) 
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indefinite  extent  that  the  Board  thought  it  “ promising.” 
Petitioner  submits  that  the  Board’s  pallid  description  on 
brief  of  the  basis  of  its  conclusions  involves  speculation 
piled  upon  speculation  and  completely  fails  to  meet  any 
reasonable  test  either  as  to  the  requirements  for  substan¬ 
tial  evidence  or  of  valid  findings. 

North  Central  attempts  to  support  the  Board’s  findings 
by  arguing  that  it  is  now  (February,  1956)  operating  flights 
which  “continue  to,  or  connect  with  planes  flying  to,  the 
cities  west  of  Lake  Michigan.”  (N.C.  Br.  41).  It  attaches 
in  support  of  this  statement  an  alleged  schedule  of  North 
Central’s  (N.C.  Br.  pocket  part).  Petitioner  has  already 
demonstrated  the  invaliditv  of  this  non-record  argument 
and  material  as  a  basis  to  support  the  Board’s  action,  Supra , 
page  5.  Moreover,  the  schedule  which  is  submitted  shows 
on  its  face  that  the  flights  are  connecting  flights. 

2.  Cost  of  service. 

Respondent  states  that  Route  7  may  not  require  subsidy 
support.  (Resp.  Br.  12).  If  it  had  been  willing  to  stand 
on  this  prospect,  there  would  have  of  course  then  been  no 
occasion  to  rest  its  choice  of  North  Central  to  operate  the 
route  in  part  upon  findings  with  respect  to  the  cost  to  the 
government  of  such  an  operation.  However,  it  did  make 
such  findings  ( J.A.  370,  474,  475)  and  they  are  in  issue  here. 

In  its  original  opinion  the  Board  rejected  the  estimates 
of  its  own  economic  staff  that  it  would  cost  North  Central 
more  to  operate  Route  7  than  Lake  Central,  without  making 
any  analysis  or  findings  whatsoever  with  respect  to  those 
estimates.  (J.A.  370).  In  its  second  opinion  the  Board 
recognized  the  defects  of  the  first  decision,  and  set  forth 
reasons  for  its  refusal  to  accept  its  staff’s  conclusions. 
(J.A.  474,  475).  Petitioner  in  its  brief  examined  these 
reasons  and  pointed  out  the  errors  of  fact  and  assumption 
on  which  they  were  based.  (Pet.  Br.  29,  30).  Neither  the 
respondent  nor  the  intervenor  North  Central  makes  any 
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effort  in  their  briefs  to  refute  petitioner’s  analysis.11  Re¬ 
spondent  now  states  that  it  was  erroneous  for  the  Board’s 
economic  staff  to  conclude  that  it  would  cost  North  Central 
more  to  operate  Route  7  than  Lake  Central  because  (1)  the 
staff’s  own  estimates  show  North  Central  to  be  the  cheaper 
operator  and  (2)  the  staff’s  recommendations  were  based 
upon  higher  station  costs  for  North  Central  but  its  estimates 
6how  that  as  to  comparable  stations  on  existing  routes  North 
Central  operates  at  least  as  cheaply  as  Lake  Central.  (Resp. 
Br.  15,  16). 

It  is  evident,  of  course,  that  if  the  first  of  these  reasons 
advanced  by  respondent  were  true  it  would  not  have  been 
necessary  for  the  Board  to  override  its  staff  and  attempt  to 
defend  that  action  in  its  opinion.  The  Board  made  no 
finding  that  “North  Central,  and  not  Lake  Central,  is  the 
cheaper  operator  by  Bureau  Counsel’s  own  estimate”  (Resp. 
Br.  15),  but  found  just  the  opposite.  (J.A.  370,  474,  475). 
The  exhibits  of  the  Board’s  staff  to  which  respondent  refers 
in  its  brief  show  that  the  staff  concluded  that  Lake  Central 
could  operate  Route  7  at  a  cost  to  the  government  of  approx¬ 
imately  $30,000  less  than  North  Central.  About  $3,000  of 
this  was  in  the  category  of  direct  costs  and  the  remainder 
in  ground  and  indirect  costs. 

In  its  second  opinion  the  Board  stated  that  the  staff’s 
estimate  of  ground  and  indirect  expense  must  obviously 
be  in  error  because  of  an  alleged  48%  disparity  between 
the  estimate  and  North  Central’s  experienced  costs.  (J.A. 
475,  Footnote  6).  Petitioner  pointed  out  in  its  brief  that 
the  Board  proceeded  on  an  erroneous  assumption  based  upon 
a  fallacious  statistical  device  and  that  in  truth  the  difference 
was  about  half  what  the  Board  said  it  was.  (Pet.  Br.  30). 

11  Respondent  suggests  that  there  is  no  need  to  because  the  answer  is  “self 
evident”,  i.e.  both  carriers  will  operate  the  same  number  of  schedules,  take-offs 
and  landings,  and  the  same  mileage  between  stations.  (Resp.  Br.  15).  If  the 
matter  were  so  evident  it  was,  of  course,  unnecessary  for  the  Board  to  make 
such  an  effort  to  explain  its  result.  (J.  A.  474,  475.)  Moreover,  the  issue  is 
what  effect  such  an  operation  would  have  on  the  experienced  plane  mile  costs  of 
each  carrier.  That  obviously  is  not  self-evident  as  indicated  by  the  attention 
devoted  to  it  in  the  record  of  this  case. 
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Petitioner  further  pointed  out  that  the  real  difference  be¬ 
tween  the  staff’s  estimate  and  North  Central’s  experienced 
costs  was  clearly  supported  in  the  record  because  of  the 
differences  in  the  characteristics  of  Route  7  compared  to 
North  Central’s  existing  routes  which  resulted  in  increased 
plane  mile  costs  in  operating  Route  7.  (Pet.  Br.  31,  32). 12 

Respondent  does  not  now  attempt  to  defend  the  validity 
of  the  Board’s  erroneous  assumption.  This  fact  alone  in¬ 
validates  the  Board’s  cost  conclusions  since  it  has  made 
no  finding  based  on  a  correct  comparison  of  its  staff’s  esti¬ 
mates  and  North  Central’s  past  costs  and  its  second  opinion 
clearly  shows  that  its  views  were  primarily  influenced  by 
and  based  upon  the  error. 

Respondent’s  argument  now  is  that  the  staff  estimates 
were  based  on  higher  station  costs  for  North  Central  which 
it  finds  in  its  “third  opinion”  to  be  erroneous.  The  agency 
did  not  make  any  such  finding  or  draw  any  such  conclusion 
in  its  first  two  opinions  on  which  its  orders  are  based 
(J.A.  370,  474,  475).  In  addition,  its  present  “findings” 
are  equally  erroneous  as  those  it  did  make  in  such  opinions. 

The  Board’s  staff  estimated  Lake  Central’s  station  costs 
on  Route  7  at  $89,300  (J.A.  278,  280)  and  North  Central’s 
at  $171,000  for  three  round  trips.  (J.A.  282,  284). 13  This 
was  done  by  taking  each  carrier’s  experienced  station  costs 
and  plotting  them  on  a  graph  or  chart  showing  those  costs 
in  dollars  in  relation  to  the  number  of  departures  involved. 
(J.A.  286,  288).  Reference  to  those  graphs  shows  that  for 
7,000  departures  a  year  over  Route  7  (the  number  involved 
in  two  schedules  a  day,  J.A.  287)  the  total  station  costs 
of  each  carrier  will  be  what  the  Board’s  staff  estimated. 

Respondent  makes  no  effort  to  show  that  this  application 
of  the  carriers’  experienced  costs  to  station  costs  on  Route  7 
is  in  error.  It  could  not  since  it  has  been  insisting  all  along 


12  Plane  mile  costs  were  used  by  the  Board  in  concluding  that  North  Central 
could  operate  Route  7  more  cheaply.  (J.A.  370,  474,  475.)  Respondent’s  refer¬ 
ences  to  other  units  of  measurement  in  its  brief  are  irrelevant. 

13  This  would  amount  to  $114,000  for  two  round  trips. 
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on  just  an  application  of  experienced  costs.  So  it  attempts 
to  say  that  such  a  reference  “will  show  the  carrier  to  be 
approximately  equal  in  this  category’  of  station  costs”. 
(Resp.  Br.  16,  Footnote  24).  The  term  “approximately” 
in  this  case  means  a  difference  of  $25,000  between  the  two 
carriers,  which  the  charts  plainly  show. 

Apparently  in  recognition  of  this  fact,  respondent  goes 
on  to  suggest  that  North  Central’s  station  costs  for  Route  7 
must  turn  out  to  be  at  least  as  low  as  Lake  Central’s  because 
a  comparison  of  a  few  selected  cities  on  each  carrier’s  route 
will  show  comparable  costs.  (Resp.  Br.  16,  Footnote  24). 
But  the  staff  was  not  comparing  the  cost  of  1430  departures 
as  respondent  tries  to  do,  but  the  cost  of  7000  departures 
which  is  the  number  involved  in  operating  Route  7  two 
schedules  a  day  (J.A.  2S7).  Nor  was  it  making  such  a 
comparison  of  a  few  of  the  cities  on  each  carrier’s  existing 
route,  as  respondent  attempts  to  do,  but  of  each  carrier’s 
whole  system  station  costs  as  applied  to  the  7000  departures 
involved.  In  no  other  category*  of  costs  has  respondent 
even  suggested  anything  but  system  costs  as  a  basis  of 
comparison. 

Respondent  suggests  that  the  advantage  to  Lake  Central 
in  operating  Rout  7  in  terms  of  substantially  reduced  ratio 
of  subsidy  to  non-mail  revenues  (Pet.  Br.  33,  34)  is  not 
significant  because  it  would  not  affect  the  actual  dollar 
cost  of  operating  Rout  7.  (Resp.  Br.  17).  This  argument 
attempts  to  isolate  Route  7  from  the  rest  of  the  carrier’s 
system.  It  ignores  the  fact  that  the  result  to  the  govern¬ 
ment  would  be  that  the  cost  to  the  government  of  local 
air  service,  which  is  subsidized,  in  relation  to  the  total 
amount  of  such  service  rendered,  would  be  reduced  much 
more  substantially  if  Lake  Central  operated  Route  7  than 
for  North  Central  to  operate  the  route.  Also  by  reducing 
Lake  Central ’s  ratio  of  subsidy  to  its  total  operations,  that 
carrier  would  be  so  substantially  strengthened  as  to  mate¬ 
rially  improve  the  future  prospects  with  respect  to  its 
subsidy  requirements.  The  figures  cited  by  respondent  on 
overall  ratio  (Resp.  Br.  17)  are  irrelevant  as  the  proper 
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comparison  is  not  that  made  by  respondent  but  the  one 
made  by  Bureau  Counsel  as  to  how  the  greatest  reduction 
in  subsidy  ratio  can  be  affected.  (J.A.  356). 

3.  Promptness  in  inaugurating  service. 

The  third  reason  given  by  the  Board  for  its  choice  of 
North  Central  was  that  it  would  inaugurate  service  over 
Route  7  more  promptly  than  Lake  Central.  Petitioner  in 
its  brief  analyzed  the  basis  of  this  Board  conclusion,  and 
pointed  out  the  errors  therein,  including  the  Board’s  sub¬ 
stantial  omission  in  failing  to  give  any  consideration  to 
Lake  Central’s  record  in  promptly  inaugurating  new  route 
segments.  (Pet.  Br.  34-38.) 

In  its  brief  respondent  makes  no  effort  to  answer  these 
arguments.  It  merely  states  that  North  Central  had  greater 
financial  strength.  (Resp.  Br.  18).  However,  respondent 
does  not  demonstrate  how  this  would  have  prevented  Lake 
Central  from  promptly  inaugurating  service  at  the  end  of 
the  sixty-day  period  allowed  by  the  Board  for  the  certif¬ 
icate  to  become  effective.  If  this  were  a  valid  basis  for 
the  choice  of  carriers  to  operate  routes,  every  new  route 
segment  would  be  awarded  to  the  largest  of  the  contending 
applicants.  Respondent  also  refers  to  the  fact  that  it 
would  be  necessary  for  Lake  Central  to  purchase  aircraft 
and  to  obtain  the  capital  necessary  for  the  operation.  (Resp. 
Br.  18).  However,  the  Board’s  finding  that  Lake  Central 
was  legally  fit,  willing,  and  able  to  provide  the  service 
encompassed  the  fact  that  the  carrier  could  obtain  such 
capital  and  could  purchase  the  aircraft  for  the  operation. 
There  is  nothing  in  the  record  to  show  that  this  could  not  be 
brought  about  within  the  time  limits  the  Board  itself  laid 
down  to  inaugurate  the  service. 14 


14  North  Central  makes  an  extensive  argument  to  demonstrate  that  Lake 
Central’s  estimate  of  capital  requirements  was  erroneous.  (N.C.  Br.  18,  19.) 
This  argument  is  irrelevant  since  the  Board  found  nothing  wrong  with  Lake 
Central ’s  estimates  and  found  it  was  fit,  willing  and  able  to  provide  the  service. 
(J.A.  337,  368,  369) 


SUMMARY 


Respondent  summarizes  its  argument  by  contending  that 
petitioner  is  merely  quarrelling  with  the  Board’s  judgment 
in  areas  committed  to  the  Board’s  discretion.  (Resp.  Br. 
19,  20.)  However,  petitioner  believes  that  in  its  brief  it 
has  demonstrated  that  the  Board’s  so-called  “judgment” 
is  founded  on  vital  errors  and  failed  to  take  into  account 
important  evidence  favorable  to  Lake  Central.  Respondent 
in  its  brief  has  failed  to  answer  these  criticisms  or  show 
that  the  errors  did  not  take  place. 

B.  THE  BOARD  ERRED  IN  DENYING  PETITIONER'S  MOTIONS  TO  REOPEN 

THE  RECORD. 

In  its  brief  petitioner  analyzed  the  reasons  given  by  the 
Board  for  its  refusal  to  reopen  the  record  and  demonstrated 
the  errors  therein.  (Pet.  Br.  41-47).  In  its  brief  respondent 
answers  none  of  these  criticisms  and  merely  refers  to  its 
original  reasons.  (Resp.  Br.  20).  In  particular,  respondent 
gives  no  adequate  reason  for  failing  to  reconsider  its  posi¬ 
tion  with  respect  to  Lake  Central’s  financial  situation  in 
the  light  of  the  fact  that  petitioner’s  motion  showed  that 
the  Board  had  made  an  error  of  61%  in  calculating  the 
carrier’s  working  capital  position  for  the  purpose  of  the 
decision.  (Pet.  Br.  45)  Nor  does  respondent’s  brief  ade¬ 
quately  explain  its  refusal  to  receive  evidence  with  respect 
to  new  industrial  development  in  the  Kokomo,  Indiana, 
area,  substantially  increasing  the  need  of  that  area  for 
service  to  Detroit,  which  went  to  the  very  heart  of  the 
Board’s  opinion. 

The  Board  devotes  practically  all  of  this  portion  of  its 
brief  to  answering  Lake  Central’s  contentions  that  it  should 
have  reopened  the  record,  both  as  a  matter  of  law  and  as 
a  matter  of  policy,  in  the  light  of  imminent  Federal  legis¬ 
lation  converting  the  grant  of  temporary  authority  to 
operate  local  service  over  Route  7  into  a  permanent  author¬ 
ization.  On  this  point  the  Board  manages  the  unusual  feat 
of  arguing  that  Lake  Central  was  both  too  late  and  too  early 
in  raising  the  point.  (Resp.  Br.  22).  It  argues  that  Lake 
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Central  was  too  late  because  it  knew  all  along  that  such 
legislation  would  likely  be  adopted.  (Resp.  Br.  21).  This 
argument  is  made  in  the  face  of  the  fact  that  one  of  the 
principal  contentions  advanced  by  respondent  in  the  stay 
phase  of  this  proceeding  was  that  Lake  Central’s  point  was 
purely  speculative  because  the  legislation  had  not  yet 
been  passed.15 

Respondent  also  repeats  this  latter  argument  in  its  brief 
in  the  form  that  the  agency  did  not  need  to  consider  legis¬ 
lation  which  was  yet  to  be  enacted.  (Resp.  Br.  22).  Peti¬ 
tioner  believes  it  clear  that  it  raised  the  point  at  the  first 
moment  after  which  it  was  reasonably  clear  that  such  legis¬ 
lation  would  be  adopted,  i.e.,  after  it  had  been  favorably 
acted  upon  by  each  chamber  of  the  legislature.  There  can 
be  no  question  but  that  had  petitioner  raised  the  point 
earlier,  the  Board  would  have  contended,  as  it  has  before 
this  Court,  that  the  issue  was  speculative. 

Respondent  also  suggests  that  there  is  no  difference  be¬ 
tween  the  evidence  required  in  a  hearing  for  a  temporary 
certificate  and  one  for  a  permanent  certificate,  although 
it  in  substance  concedes  that  there  may  be  a  difference 
in  the  quantum  of  evidence  required.  (Res.  Br.  22).  Peti¬ 
tioner  believes  it  clear  that  facts  which  would  justify  a 
temporary  grant  would  not  justify  a  permanent  grant.  In 
this  case  the  Board  concedes  that  some  of  its  basic  findings 
were  based  on  pure  speculation.  Petitioner  strongly  urges 
that  such  speculation  is  not  sufficient  to  warrant  the  grant 
of  a  temporary  certificate.  However,  it  is  clear  that  such 
evidence  would  not  form  an  adequate  legal  basis  for  the 
grant  of  a  permanent  certificate. 

Respondent  repeats  its  argument  that  the  grant  of  the 
permanent  certificate  was  by  Congress,  and  not  by  the 
Board.  (Resp.  Br.  21,  22).  This  argument  is  purely  one 
of  form.  The  agency  knew  the  facts  at  the  time  it  finally 
acted  and  the  effect  of  its  decision  was  to  grant  a  permanent 
certificate. 


Board ’s  objections  to  Petition  for  Stay,  8. 
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Respondent  also  suggests  that  it  would  have  been  flouting 
the  will  of  Congress  to  have  re-heard  the  proceeding  because 
the  intent  of  the  legislation  was  to  do  away  with  proceedings 
to  renew  temporary  certificates.  (Resp.  Br.  23).  Petitioner 
believes  it  clear  that  Congress  primarily  had  in  mind  the 
whole  local  service  route  system  which  had  been  in  existence 
for  some  time  and  that  it  certainly  did  not  intend  to  deprive 
a  carrier,  such  as  Lake  Central,  of  its  legal  rights  to  have 
its  application  disposed  of  upon  the  basis  of  proper  evidence 
clearly  demonstrating  the  need  for  a  permanent  certificate 
and  notice  of  such  a  proceeding. 

Finally,  respondent  suggests  that  petitioner’s  argument 
lacks  merit  because  there  is  no  showing  that  on  rehearing 
it  would  have  been  granted  a  certificate  instead  of  North 
Central.  (Resp.  Br.  24).  Petitioner  believes  that  the 
showing  it  has  made  with  respect  to  the  errors  in  the  Board’s 
opinion  clearly  indicates  that  upon  any  kind  of  an  objective 
rehearing  of  the  matter,  it  would  have  been  selected  to 
operate  Route  7.  Respondent’s  argument  seems  to  suggest 
that  its  mind  was  closed  on  the  subject.  In  any  event,  if 
Lake  Central  was  otherwise  legally  entitled  to  have  the 
matter  reheard  with  notice  of  the  possibility  of  the  grant 
of  a  permanent  certificate,  that  right  is  clearly  not  affected 
by  the  question  of  the  result  which  the  Board  might  have 
reached  at  the  end  of  such  consideration. 

CONCLUSION 

On  the  basis  of  the  considerations  put  forth  by  petitioner 
in  its  brief  and  in  its  replies  to  the  briefs  of  respondent  and 
intervenors,  the  Board’s  orders  should  be  set  aside. 

Respectfully  submitted, 

James  L.  Highsaw,  Jr. 

Albert  F.  Grissard 

Attorneys  for  Petitioner 


Dated  :  April  23,  1956 
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COUNTERSTATEMENT  OF  QUESTIONS  PRESENTED 

In  our  view  the  questions  which  are  dispositive  of  this 
case  are: 

1.  Whether  the  Board’s  certification  of  North  Central 
instead  of  Lake  Central  to  provide  local  air  service  between 
Chicago  and  Detroit  rests  on  adequate  findings  supported 
by  substantial  evidence; 

2.  Whether  the  Board  erred  in  refusing  to  reopen  the 
record  for  the  purpose  of  affording  Lake  Central  a  further 
opportunity  to  show  that  it  should  be  awarded  the  route 
in  preference  to  North  Central; 

3.  Whether  the  Board  erred  in  refusing  to  stay  its  award 
and  subsequently  to  reopen  the  proceeding  on  the  ground 
that  pending  legislation  would  convert  the  temporary  certifi¬ 
cate  which  it  had  granted  into  a  permanent  one. 


(i) 


INDEX 


!Page 

Counterstatement  of  Questions  Presented .  (i) 

Counterstatement  of  the  Case .  1 

Statutes  and  Regulations  Involved .  5 

Summary  of  Argument .  5 

Argument  .  7 

Introduction  .  7 

I.  The  Board’s  Findings  for  Selection  of  North  Central 
Rather  Than  Petitioner  are  Adequate  and  Supported  ! 
by  Substantial  Evidence,  and  the  Choice  of  Carrier  was 
not  Arbitrary  .  8 

A.  The  Board’s  Findings  Are  Adequate  and  Sup¬ 

ported  by  Substantial  Evidence  . !  8 

1.  Route  Integration  .  8 

2.  Cost  of  Service  .  12 

3.  Inauguration  of  Service  .  18 

B.  The  Board’s  Selection  of  North  Central  Was  Not 

Arbitrary  .  19 

II.  The  Board  Did  Not  Abuse  its  Discretion  in  Denying  Peti¬ 
tioner’s  Motions  to  Reopen  the  Record .  20 

Conclusion  . 1  25 

CITATIONS 

Cases : 

Alabama  G.S.R.  Co.,  v.  U.S.,  340  U.S.  216  (1951) . !  15 

Alaska  Airlines  v.  C.A.B.,  C.A.D.C.  No  94S9,  April  22,  194S  .  22 

All  American  Certificate  Renewal  Case,  C.A.B.,  Order  E-7294  .  16 

American  Air.,  Grandfather  Certificates,  1  C.A.A.  105  (1939)  2 

American  Airlines  v.  C.A.B.,  89  U.S.  App.  D.C.  365,  192  F.2d 

417  (1951)  .  11 

American  Broadcasting  Co.  v.  F.C.C.,  89  U.S.  App.  D.C.  29S, 

191  F.2d  492  (1951)  .  23 

Braniff  Airways  v.  C.A.B.,  79  U.S.  App.  D.C.  341,  147  F.2d 

152  (1945)  . :  21,22 

Central  Certificate  Renewal  Case,  C.A.B.,  Order  E-7303 .  19 

C.  <£•  S.  Airlines  v.  Waterman  Steamship  Co.,  333  U.S.  103 

(194S)  . 22 

City  of  Dallas  v.  C.A.B.,  —  U.S.  App.  D.C.  — ,  221  F.2d  501 

(1954),  cert.  den.  34S  U.S.  914 .  21 

Consolidated  Flower  Shipments  v.  C.A.B.,  213  F.  2d  S14  (C.A. 

9,  1954)  . 22 

I.C.C.  v.  Jersey  City,  322  U.S.  503  (1944) .  21 

Johnston  Broadcasting  Co.  v.  F.C.C.,  85  U.S.  App.  D.C.  40, 

175  F.2d  351,  357  (1949)  .  7 

KFAB  Broadcasting  Co.  v.  F.C.C.,  S5  U.S.  App.  D.C.  160,  177 

(in) 


Cases — Continued 


IV 


/ 


Page 


F.  2d  40  (1949) .  22 

M.  &  M.  Transportation  Co.  v.  U.S.,  128  F.  Supp.  296  (D. 

Mass.  1955),  afTd.  350  U.S.  S57  (1955) .  .  17 

McClatchy  Broadcasting  Co.  v.  F.C.C.,  C.A.D.C.  No.  12,470, 

Jan.  27,  1956  .  8 

North  Central  Case,  7  C.A.B.  639  (1946) .  19 

Parks  Investigation  Case,  11  C.A.B.  779  (1950) .  12 

Pinellas  Broadcasting  Co.  v.  F.C.C.,  C.A.D.C.,  No.  12,545, 

Jan.  16,  1956,  cert.  den.  24  L.W.  3262 .  S,  9 

Route  No.  106  Renewal  Case,  C.A.B.  Order  K-SS41 .  17 

Service  to  Fargo,  North  Dakota,  Case,  C.A.B.  Order  E-7547  16 

Service  to  Fayetteville,  Arkansas,  Case,  C.A.B.  Order  E-S544  .  17 

Southwest  Airways  Co.  Permanent  Certificate  Case,  C.A.B. 

Orders  E-9590,  9591  .  24 

State  Airlines  v.  C.A.B.,  33S  U.S.  572  (1950) .  21 

United  Air  Lines  v.  C.A.B.,  SI  U.S.  App.  D.C.  S9,  155  F.2d 

169  (1946)  .  ...  8 

U.S.  v.  Pierce  Auto  Lines,  327  U.S.  515  (1946)  21 

Wisconsin  Central  Renewal  Case ,  14  C.A.B.  982  (1951)  16 


Statutes: 

Administrative  Procedure  Act,  60  Stat.  237,  5  U.S.O.  1001 
et  seq.: 


Sec.  10(e)  (B)  .  5,  2S 

Civil  Aeronautics  Act  of  1938,  52  Stat.  973  as  amended,  49 
U.S.C.  401,  et  seq.: 

Sec.  401(d)  . 5,22,26 

Sec.  401(e)  (3)  .  5,26 

Sec.  401(h)  5,23,27 

Sec.  1005(f)  .  5,28 

Sec.  1006(e)  .  5,  28 

Rules  and  Regulations: 

14  C.F.R.  302.9  .  12 

14  CFR  302.37(b)  .  20 

Miscellaneous: 

Congressional  Record,  S4th  Cong.,  1st  Sess.,  p.  4077 .  24 

H.R  SS98,  S3rd  Cong .  21 

Hearings  Before  Senate  Commerce  Committee,  83rd  Cong., 

2d  Sess.,  on  S.  3759,  etc .  21 

House  Report  No.  265  on  H.R.  2225,  S4th  Cong.,  1st  Sess.  ...  23 

Public  Notice  PN5,  §  4.7,  17  F.R.  4S63 .  12 

S.  2647,  S3rd  Cong .  21 

Senate  Report  No.  124  on  S.  651,  S4th  Cong.,  1st  Sess. .  23 

Senate  Report  No.  2267,  S3rd  Cong .  21 


INTERNATIONAL  FALLS 


IN  THE 


?Hmteb  States  Court  of  Appeals! 

TOR  THE  DISTRICT  OF  COLUMBIA  CIRCUIT 


No.  12,665 


Lake  Central  Airlines,  Inc.,  petitioner, 

v. 

Civil  Aeronautics  Board,  respondent, 


American  Airlines,  Inc.,  North  Central  Airlines,  Inc., 
City  of  Kalamazoo,  Michigan,  intervenors 


BRIEF  FOR  RESPONDENT 


ON  PETITION  FOP  REVIEW  OF  ORDERS  OF  THE  CIVIL 

AERONAUTICS  BOARD  1 


COUNTERSTATEMENT  OF  THE  CASE 

This  petition  seeks  review  of  Board  orders  which  certifi¬ 
cated  intervenor  North  Central  Airlines,  Inc.  (North  Cen¬ 
tral)  to  provide  local  air  service  to  intermediate  points 
between  Chicago  and  Detroit  which  theretofore  had  been 
served  by  American  Airlines. 

For  many  vears  American  Airlines  has  held  a  “grand- 
father”  certificate  authorizing  local  service  over  its  Route 
7  between  Chicago  and  Detroit  via  South  Bend,  Kalamazoo, 


(l) 
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Battle  Creek,  Jackson  and  Ann  Arbor  (see  map  facing 
page  l).1  In  1953  the  Board  instituted  an  investigation 
to  determine  whether  American’s  authority  to  serve  those 
intermediate  points  should  be  suspended  and  a  local  service 
carrier  certificated  in  its  place.2  That  proceeding  was 
consolidated  with  proceedings  on  applications  filed  by 
three  local  service  carriers  to  render  such  service.  The 
latter  carriers,  all  of  which  are  subsidized  through  mail 
pay,  were  North  Central,  petitioner  Lake  Central  Airlines, 
Inc.  (Lake  Central),  and  Ozark  Airlines,  Inc.  (Ozark).  The 
routes  of  the  first  two  carriers  are  shown  on  the  map  in¬ 
cluded  in  this  brief,  and  those  of  Ozark  are  shown  at  J.A. 
299.  Each  of  the  three  local  service  carriers  contended  be¬ 
fore  the  Board  that  it  should  be  awarded  the  route  in  order 
to  provide  better  public  service  and  to  reduce  its  subsidy 
requirements  by  strengthening  its  route  pattern. 

After  full  administrative  proceedings  the  Board  held 
that  American’s  authority  should  be  suspended,  and  that 
North  Central  should  be  certificated  (J.A.  341,  376). 3  The 
Board  concluded  that  American’s  authority  should  be  sus¬ 
pended  because  a  local  service  carrier  could  furnish  more 
frequent  service  by  operating  smaller  DC-3  aircraft  in¬ 
stead  of  the  larger  Convair  aircraft  used  by  American 


1  See  American  Air.,  Grandfather  Certificates.  1  C.A.A.  105 
(1939). 

-  ‘‘Local  Service”  carriers  are  carriers  certificated  primarily  to 
meet  the  needs  for  short-haul  connecting  and  local  sendee.  Their 
certificates  normally  contain  restrictions  designed  to  prevent  non¬ 
stop  services  between  principal  traffic  generating  points  in  compe¬ 
tition  with  the  “trunkline”  carriers,  and  their  routes  customarily 
are  operated  with  smaller  aircraft  than  those  employed  by  the 
trunklines. 

Under  the  Board  order  here  involved,  American  retains  the  right 
to  operate  nonstop  services  between  Chicago  and  Detroit,  and  the 
local  service  award  precludes  nonstop  operations  between  such 
points. 

3  The  Board  in  its  opinion  adopted  the  examiner’s  initial  decision 
except  as  modified  by  the  Board’s  own  findings  (J.A.  368),  and 
subsequently  issued  an  opinion  on  reconsideration  making  addi¬ 
tional  findings  (J.A.  466  et  seq.). 
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(J.A.  333).  In  selecting  North  Central  over  the  two  other 
applicants,  the  Board  held  that  the  available  traffic  on  the 
route  would  support  only  one  local  service  carrier  (J.  A. 
309,  333,  469).  The  Board  found  that  all  three  applicants 
were  qualified  for  certification  under  the  pertinent  statu¬ 
tory  standards  (J.A.  337,  341).  It  selected  North  Central 
over  Lake  Central  upon  findings  (hereinafter  discussed  at 
greater  length)  that  (1)  the  route  would  best  integrate  with 
North  Central’s  system  (a)  from  an  operational  standpoint, 
and  (b)  with  opportunity  for  more  single  plane  service  to 
the  public  than  Lake  Central  could  supply;  (2)  the  subsidy 
costs  to  the  government  would  be  less  if  the  route  were 


operated  by  North  Central  than  by  Lake  Central;  and  (3) 
North  Central  could  institute  service  more  promptly  than 
Lake  Central.4  These  benefits  to  the  public  were  held  by 
the  Board  to  outweigh  the  financial  benefit  which  Lake 
Central  would  gain  from  the  route  (J.A.  339-340,  374-5)/' 
Lake  Central  petitioned  the  Board  for  reconsideration, 
and  for  a  reopening  of  the  record  to  receive  further  evi¬ 
dence  (J.A.  402,  451).  On  April  22,  1955  the  Board  issued 
a  supplemental  opinion  (J.A.  466)  in  which  it  refused  to 
reopen  the  recordx_on  the  grounds  that  the  material  pro¬ 
posed  to  be  adduced  either  could  have  been  presented  at 
the  original  hearing  or  was  not  of  sufficient  significance  to 
warrant  a  further  htrarrrfgi  Tn~Tesponse~ to  a  Contention 
(made  for  the  first  time  in  the  petition  for  reconsideration) 
that  certification  of  North  Central  would  result  in  diver¬ 


sion  of  traffic  from  Lake  Central,  the  Board  further  found 
that  any  such  diversion  would  be  insignificant  (J.A.  473-4). 

The  applications  of  the  three  local  service  carriers  were 
for  amendment  of  their  then  existing  temporary  certificates, 


4  Since  Ozark  has  not  sought  review  of  the  Board’s  denial  of  its 
application,  we  shall  not  discuss  the  Board’s  findings  as  to  why 
North  Central  was  better  qualified  than  Ozark.  Those  findings 
appear  in  the  Board’s  opinion  at  J.A.  372.  374. 

•'  Member  Adams  was  of  the  opinion  that  the  award  should  have 
been  made  to  Lake  Central  to  strengthen  that  carrier  and  to  meet 
service  needs  which  Lake  Central  could  provide.  J.A.  376  et  seq.. 
378-9,  390. 


and  the  authority  granted  to  North  Central  was  until  Sep¬ 
tember  30, 1955,  the  termination  date  of  its  certificate  (J.A. 
398). 6  On  April  25,  1955,  subsequent  to  the  Board’s  denial 
of  Lake  Central’s  petition  for  reconsideration  and  reopen¬ 
ing,  Lake  Central  filed  a  second  petition  (J.A.  481)  alleging 
that  bills  to  provide  permanent  certification  to  local  service 
carriers  had  passed  both  houses  of  Congress;  that  such 
bills,  if  enacted,  would  grant  a  permanent  certificate  to 
North  Central  for  the  Chicago-Detroit  route,  and  that 
under  these  circumstances  the  Board  should  stay  its  award 
and  reopen  the  proceeding  for  hearings  on  the  issue  of 
permanent  certification.  This  second  petition  was  denied 
on  April  27,  1955  by  Order  E-9144  (J.A.  485). 

North  Central  inaugurated  service  over  the  Chicago- 
Detroit  route  on  May  1,  1955,  and  the  “permanent  certifi¬ 
cation”  legislation  became  effective  on  May  19,  1955  (Sec¬ 
tion  401  (e)(3)  of  the  Civil  Aeronautics  Act,  49  U.S.C.  481 
(e)(3),  64  Stat.  49,  p.  26  of  appendix  to  this  brief).  The 
Board  has  issued  permanent  certificates  to  North  Central 
*  in  accordance  with  the  standards  contained  in  the  legisla¬ 
tion  as  to  all  route  segments  except  the  one  here  involved.7 
Action  on  the  Chicago-Detroit  segment  has  been  deferred 
pending  decision  in  this  review  proceeding.  If  the  Board’s 
order  is  affirmed,  we  assume  that  North  Central  will  be 
entitled  to  the  benefits  of  the  permanent  certification  leg¬ 
islation  as  to  the  Chicago-Detroit  segment  in  that  it  will 
actually  have  operated  the  segment  during  the  prescribed 
“grandfather”  period  under  a  lawful  authorization.8 

0  The  Board  as  a  matter  of  policy  had  followed  the  practice  of 
granting  temporary  certificates  to  local  service  carriers  so  that 
their  operating  results  might  be  reviewed  periodically  in  renewal 
proceedings. 

7  Order  E-9772.  The  Board  likewise  has  issued  permanent 
certificates  to  Lake  Central  and  all  other  local  service  carriers. 

8  Both  the  Board  and  counsel  for  North  Central  took  the  position 
in  the  proceedings  on  petitioner’s  stay  petition  herein  that  no  right 
to  a  permanent  certificate  would  accrue  to  North  Central  by  reason 
of  operation  under  the  Board’s  award  if  that  award  subsequently 
should  be  set  aside. 
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STATUTES  AND  REGULATIONS  INVOLVED 

The  statutes  principally  involved  are  Sections  401(d), 
401(e)(3),  401(h),  1005(f)  and  1006(e)  of  the  Civil  Aero¬ 
nautics  Act  and  portions  of  Section  10(e)  (B)  of  the  Ad¬ 
ministrative  Procedure  Act.  These  provisions  are  set 
forth  in  the  appendix  hereto.  Other  provisions  of  statutes 
and  regulations  relied  upon  are  cited  or  quoted  in  their 
appropriate  place  in  the  text  of  this  brief. 

SUMMARY  OF  ARGUMENT 

I 

The  Board  awarded  the  route  to  North  Central  upon 
balancing  of  the  effects  of  such  award  and  comparison  of 
the  applicants  as  to  the  factors  of  integration  of  the  route 
with  their  existing  systems,  cost  of  operation,  and  ability 
to  inaugurate  service  more  promptly. 

The  route  physically  integrates  better  with  North  Cen¬ 
tral’s  system  than  Lake  Central’s  since  it  bridges  a  gap 
rather  than  creating  an  additional  stub  end.  North  Central 
is  already  established  at  both  of  the  most  important  sta¬ 
tions,  the  terminals  of  Route  7,  while  Lake  Central  is  estab¬ 
lished  at  only  one  terminal  and  two  intermediate  points. 
Maximum  operational  benefits  will  therefore  flow  to  North 
Central.  Further,  Route  7  integrates  better  with  North 
Central’s  system  in  that  single-plane  service  may  be  pro¬ 
vided  by  North  Central  through  Chicago  which  will  tap 
undeveloped  traffic  potentialities  which,  historically,  had 
been  retarded  by  the  natural  barrier  of  the  Lakes.  The 
record  supports  the  Board’s  judgment  that  new  traffic  from 
Route  7  points  to  points  on  North  Central’s  system  is  likely 
to  be  developed,  and  the  Board  found  that  the  traffic  needs 
which  Lake  Central  could  fill  could  be  adequately  met  by 
connecting  service. 

The  conclusion  that  North  Central  could  operate  Route  7 
at  less  cost  to  itself  and  therefore  to  the  government  in 
terms  of  subsidy  is  similarly  supported  by  findings  and  the 
evidence.  The  Board  set  forth  data  showing  that  North 
Central  consistently  has  been  the  lower  cost  operator,  and 


that  North  Central’s  costs  have  declined  in  recent  years 
whereas  Lake  Central’s  have  remained  constant.  The 
Board  noted  that  it  was  only  in  the  field  of  ground  and  in¬ 
direct  costs  that  Bureau  Counsel  estimated  North  Central 
to  be  the  higher  cost  operator.  It  concluded  that,  in  terms 
of  more  recent  data,  the  Bureau’s  estimates  were  unrea¬ 
sonable,  and  were  not  justified  on  grounds  of  shorter 
“length  of  hop”  on  Route  7.  Moreover,  the  Bureau’s 
exhibits  show  on  their  face  that  Lake  Central  also  would 
have  had  a  shorter  “length  of  hop”,  and  that  Lake  Central 
is  not  the  cheaper  operator  in  terms  of  comparable  station 
costs,  the  item  upon  which  the  Bureau  relied  in  predicting 
that  North  Central’s  ground  and  indirect  expenses  would 
be  higher.  The  Board  further  found  that  there  should  be 
additional  savings  to  North  Central  from  superior  integra¬ 
tion  and  more  revenues  from  better  opportunity  for  traffic 
development.  Under  these  circumstances,  no  greater  spec¬ 
ificity  in  findings  was  required. 

The  Board’s  selection  of  North  Central  was,  lastly,  also 
influenced  bv  that  carrier’s  greater  abilitv  to  inaugurate 
service  promptly.  This  conclusion  of  the  Board  is  validly 
based  on  the  undisputed  facts  of  North  Central’s  better 
financial  position  both  as  to  net  worth  and  working  capital, 
its  firm  credit  commitments  as  against  mere  prospects  on 
the  part  of  Lake  Central,  North  Central’s  small  need  of 
actual  cash  since  it  had  the  aircraft  for  the  additional  opera¬ 
tion  on  hand  while  Lake  Central  would  have  to  buy  them, 
and  North  Central’s  existing  station  facilities. 

The  criteria  considered  for  selection  were  those  cus¬ 
tomarily  employed  by  the  Board,  and  due  account  was  taken 
of  the  impact  of  the  award  upon  Lake  Central  and  the 
benefits  which  an  award  of  Route  7  would  have  brought  to 
that  carrier.  The  Board  found  insignificant  competitive 
impact  on  Lake  Central.  It  recognized  that  Route  7  would 
strengthen  Lake  Central,  but  North  Central  also  is  a  sub¬ 
sidized  carrier  in  need  of  strengthening.  While  Lake  Cen¬ 
tral  would  have  benefited  more,  relative  carrier  benefit  from 
a  route  award  is  only  one  factor  to  be  considered.  The 
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weight  to  be  given  the  various  factors  is  left  to  the  Board, 
and  there  is  no  showing  of  arbitrary  action  in  the  selection. 

i 

II 

The  Board  rightly  rejected  both  of  petitioner’s  motions 
to  reopen  the  record.  The  first  motion  was  of  the  conven¬ 
tional  type,  offering  evidence  which  was  available  at  the 
time  of  the  hearing  or  not  of  such  character  as  to  warrant 
rehearing.  In  denying  the  motion,  the  Board  acted  within 
the  scope  of  its  discretion. 

The  second  motion,  predicated  on  the  anticipated  effect 
of  the  pending  permanent-certification  legislation  on  the 
award,  was  untimely  since  Lake  Central  had  been  aware  of 
those  bills  and  predecessor  bills  since  April  1954.  In  any 
event,  the  motion  is  based  on  invalid  contentions:  The 
grant  of  permanency  comes,  not  from  the  Board,  but  from 
subsequent  legislation  which  applies  to  an  already  final 
grant  of  the  Board;  there  is  no  difference  as  to  evidence  or 
nature  of  the  findings  required,  as  between  Board  proceed¬ 
ings  for  temporary  and  permanent  certification  of  local 
service  carriers;  and  Lake  Central  had  notice  of  all  the 
issues  in  light  of  the  pending  legislation  and  was  denied  no 
opportunity  to  present  evidence  at  the  hearing.  Lake  Cen¬ 
tral’s  request  was  contrary  to  the  congressional  intent  to 
make  permanent,  without  a  further  certification  proceeding, 
temporary  route  authorization,  even  such  as  was  originally 
granted  by  exemption  without  any  evidentiary  hearing 

at  all.  i 

argument 

Introduction 

The  ultimate  question  in  this  case  is  whether  the  Board 
made  an  allowable  choice  between  three  qualified  local  serv¬ 
ice  applicants  for  operation  of  Route  7  in  circumstances  in 
which  only  one  could  receive  the  award.9  The  Court  re- 


°We  also  note  that  no  party  urged  factors  governing  selection, 
different  from  those  actually  considered  by  the  Board.  Johnston 
Broadcasting  Co.  v.  Federal  Communications  Commission,  85  U.S. 
App.  D.C.  40,  175  F.  2d  351,  357  (1949). 
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ccntly  lias  pointed  out,  in  upholding  the  comparable  action 
of  the  Federal  Communications  Commission  in  selecting 
among  competing  applications  for  television  stations,  Pinel¬ 
las  Broadcasting  Company  v.  Federal  Communications 
Commission ,  Xo.  12,545,  decided  January  16,  1956,  cert.  den. 
24  L.W.  3262,  that  “so  long  as  the  [selection!  process,  the 
premises,  and  the  judgment  are  not  arbitrary,”  “[t]he 
controversy  is  in  an  area  into  which  the  Courts  are  seldom 
justified  in  intruding.”  Cf.  McClatchy  Broadcasting  Co. 
v.  Federal  Communications  C'oynmission,  Xo.  12,470,  decided 
January  27, 1956,  and  United  Air  Lines  v.  Civil  Aeronautics 
Board ,  81  U.  S.  App.  D.  C.  S9,  155  F.  2d  169,  175  (1946). 
We  show  below  that  the  Board  demonstrated  a  rational 
basis  for  its  selection  supported  by  adequate  findings  and 
the  evidence,  that  there  were  no  procedural  irregularities, 
and  that  petitioner  in  reality  is  requesting  the  Court  to 
substitute  its  judgment  for  that  of  the  Board  as  to  where 
the  public  interest  lies. 

I.  The  Board's  Findings  for  Selection  of  North  Central  Rather 
Than  Petitioner  Are  Adequate  and  Supported  by  Sub¬ 
stantial  Evidence,  and  the  Choice  of  Carrier  Was  Not 
Arbitrary. 

A.  The  Boardfs  findings  are  adequate  and  supported  by 
substantial  evidence. 

The  Board  found,  after  balancing  the  effect  of  its  action 
on  Lake  Central  both  as  to  benefit  and  detriment  (discussed 
infra .  p.  19),  that  North  Central  should  be  selected  on 
grounds  of  (1)  superior  route  integration,  (2)  cheaper 
operation,  and  (3)  ability  to  inaugurate  service  more 
promptly.  These  findings,  overlapping  in  various  areas, 
are  separately  discussed. 

1.  Route  integration 

The  findings  of  superior  integration  into  North  Central’s 
system  of  Route  7  are  (1)  superiority  from  an  operational 
standpoint  with  its  resultant  benefits  and  opportunity  for 
savings  (J.A.  339-340,  370,  372-3,  375,  475),  and  (2)  su¬ 
periority  from  a  traffic  standpoint  because  more  single- 
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plane  service  can  be  provided  to  the  public  by  North  Cen¬ 
tral  with  opportunity  for  greater  traffic  development  in  that 
North  Central  is  able  to  provide  single-plane  service  from 
Route  7  points  to  system  points  west  of  Chicago  (J.A.  340, 
371-2,  374-5,  473,  475). 

The  superior  advantages  from  an  operational  standpoint 
inuring  to  North  Central  are  readily  apparent.  Reference 
to  the  map,  supra,  will  disclose  that  Route  7  connects  Chi¬ 
cago  and  Detroit,  which  are  terminals  of  North  Central ’s 
prior  system.  Bridging  the  gap  in  this  fashion  obviously 
permits,  as  the  Board  found  (J.A.  340,  475)  and  as  North 
Central’s  witness  testified  (J.A.  121,  122),  maximum  equip¬ 
ment  and  crew  rotation  and  utilization  with  a  consequent 
improvement  in  efficiency  and  lowering  of  costs.  Further,  the 
bulk  of  the  Route  7  traffic  flows  to  or  through  Chicago  and 
Detroit  (J.A.  116,  370),  and  North  Central  already  has  ex¬ 
tensive  station  facilities  in  these  two  most  important  cities 
on  the  route  which  can  be  used  to  advantage  in  the  Route  7 
operation  (J.A.  373,  116-7).  In  contrast,  an  award  to  Lake 
Central  would  have  resulted  in  a  stub  end  for  Lake  Central 
at  Detroit  ( cf .,  J.A.  339,  and  a  necessity  for  obtaining  sta¬ 
tion  facilities  at  this  important  city.  While  Lake  Central 
pointed  to  its  existing  station  facilities  at  three  of  the 
points  (Chicago,  South  Bend,  and  Kalamazoo),  and  the 
route  duplication  between  Kalamazoo  and  South  Bend  as 
countervailing  factors  in  its  favor,  these  matters  were 
considered  by  the  Board  (J.A.  370,  473).  They  cannot  serve 
to  offset  the  better  physical  integration  of  Route  7  into 
North  Central’s  system,  and  the  benefits  resulting  there¬ 
from  are  so  obvious  as  not  to  require  detailed  explanation. 
See  Pinellas  Broadcasting  Company  v.  Federal  Communi¬ 
cations  Commission,  C.A.  D.C.,  No.  12,545,  decided  January 
17,  1956,  p.  4  of  slip  opinion,  cert.  den.  24  L.W.  3262. 

In  apparent  recognition  of  the  weakness  of  its  case  from 
the  standpoint  of  physical  integration,  petitioner  concen¬ 
trates  its  attack  upon  the  finding  that  more  one-plane  serv¬ 
ice  can  be  provided  by  North  Central  with  opportunity  for 
greater  traffic  development.  Petitioner’s  premises  are  that 
there  is  no  showing  of  any  substantial  traffic  now  existing 
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or  subject  to  development  moving  from  Route  7  points  to 
North  Central’s  system  west  of  Chicago  or  assurance  that 
North  Central  will  provide  single-plane  service  (Brief, 
printed,  pp.  22  to  25) ;  that  any  such  traffic  needs  that 
may  exist  could  best  be  met  bv  certificating  Lake  Central, 
enabling  it  to  provide  connecting  service  at  Grand  Rapids 
(Brief,  pp.  26-27),  and  that  the  greater  need  for  one-car¬ 
rier  service  and  possibilities  of  traffic  development  lie  in 
Lake  Central  territory,  particularly  between  Kokomo  and 
Detroit  (Brief,  pp.  25-26). 

These  assertions  not  only  misconceive  the  nature  of  the 
Board’s  findings,  but  are  essentially  quarrels  with  the 
Board’s  judgment.  The  Board,  of  course,  had  no  binding 
assurances  that  North  Central  would  operate  single-plane 
service;  all  carriers  are  free  to  utilize  their  own  judgment 
as  to  how  services  shall  be  conducted  subject  only  to  the 
Board’s  power  to  prescribe  operating  methods  in  proceed¬ 
ings  relating  to  adequacy  of  service.  But  North  Central  did 
indicate  an  intention  to  provide  such  service  (J.A.  96,  118, 
132-3),  and  predicated  its  case  in  part  upon  the  need  for 
service  between  Route  7  cities  and  system  cities  west  of 
Chicago  (J.A.  95,  227,  252).  The  Board  believed  the  pros¬ 
pect  of  developing  additional  traffic  to  be  more  promising 
in  the  case  of  North  Central  than  Lake  Central  (J.A.  371, 
374-5). 

The  record  shows  a  community  of  interest  between  Route 
7  cities  and  those  west  of  Chicago  served  by  North  Central 
(J.A.  62-3,  94,  95,  96-7,  118-9,  122,  131-3)/  It  further  dis¬ 
closes  that,  as  between  cities  east  and  west  of  Lake  Michi¬ 
gan  served  by  “across  the  lake”  routes,  substantial  traffic 
growth  has  been  experienced  (J.A.  227).  Hence,  it  was  not 
unreasonable  for  the  Board  to  conclude  that  possibilities 
for  traffic  growth  also  exist  between  the  Route  7  cities  and 
cities  west  of  Chicago.  Whether  prospective  passengers 
would  in  fact  utilize  a  through  plane  service  by  North  Cen¬ 
tral  in  preference  to  a  connecting  service  with  trunkline  op¬ 
erations  at  Chicago  concededly  may  be  speculative  and  dif- 


11 


ferences  of  opinion  may  exist  thereon.10  But  the  Board  is 
entitled  to  exercise  its  judgment  in  such  matters  ( American 
Airlines  v.  Civil  Aeronautics  Board,  89  U.S.  App.  D.C.  365, 
192  F.  2d  417,  422  (1951)),  and  need  find  no  more  than  that 
a  traffic  potential  subject  to  development  exists. 

As  to  Lake  Central’s  service  benefits,  the  Board  found 
that  connecting  service  between  North  Central  and  Lake 
Central  at  South  Bend  or  Kalamazoo  would  meet  the 
Kokomo  need  for  service  to  Detroit  (J.A.  339,  471). 11  Peti¬ 
tioner  agrees  that  all  cities  cannot  have  one-plane  service. 
The  prospect  that  air  transportation  will  develop  traffic 
across  natural  barriers  which  historically  have  blocked  sur- 
face  transportation  certainly  is  best  where  the  barripr  is 
straddled  bv  a  single  air  carrier.12  The  Board  discounted 
North  Central’s  exhibits  insofar  as  they  appeared  “overly 
optimistic,”  and  did  not  assume  “that  North  Central  will 


10  These  differences  are  reflected  in  the  exhibits  and  contentions 
of  the  parties.  Tabulations  by  the  parties  of  the  Board’s  half- 
monthly  traffic  surveys  in  September  1953,  and  March  1954,  show 
that  traffic  between  Detroit  and  Kokomo  during  these  periods  con¬ 
sisted  of  6  and  2  passengers,  respectively  (J.A.  445,  447,  462-5). 
As  to  traffic  that  would  have  received  one-carrier  service  had  North 
Central  operated  Route  7  during  those  two  survey  periods  as  com¬ 
pared  with  traffic  that  would  have  received  one-carrier  service  if 
Lake  Central  had  operated  the  route  at  those  times,  the  parties’ 
figures  vary  widely  (J.A.  445-448,  449d-450,  462-4,  Tr.  1876-7). 
The  differences  between  the  figures  reflect  differences  of  opinion  as 
to  the  ability  of  either  local  carrier  to  obtain  through  passengers 
against  trunkline  competition,  which  ability  depends  in  part  on  an 
estimate  of  the  amount  of  single-plane  service  the  local  carrier 
would  have  offered  at  those  times.  The  matter  thus  is  not  capable 
of  mathematical  computation  even  in  the  past.  For  the  future  it 
is  one  requiring  expert  “pr°pliecy”. 

11  Lake  Central  itself  proposed  only  a  connecting  service  to  meet 
these  needs  (Ex.  LCA  22,  J.A.  179-180).  It  also  may  be  observed 
that  the  same  connections  would  have  been  required  in  relation  to 
Lake  Central’s  claim  that  it  could  carry  the  Route  7  traffic  destined 
to  points  west  of  the  Lake  to  Grand  Rapids  for  connection  with 
other  carriers  and  that  the  connection  actually  provided  with 
North  Central  will  be  equally  adequate  for  this  purpose. 

12  By  contrast,  traffic  between  Lake  Central’s  system  and  Route 
7  cities  has  never  been  retarded  by  a  natural  barrier. 
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be  able  to  generate  across-the-lake  traffic  to  the  extent 
estimated  in  its  exhibits”  (J.A.  372,  374).  It  still  found 
the  prospects  of  North  Central’s  generating  new  across- 
the-lake  traffic  “promising”  (J.A.  375). 13  Certainly  it 
cannot  be  said  that  the  Board  was  arbitrary  in  conclud¬ 
ing  that  the  greater  traffic  potential  lay  in  this  field. 


2.  Cost  of  Service 


\ 

» 

I 

i 


Both  the  Board  and  the  examiner  concluded  that  the 
Chicago-Detroit  route  would  be  a  better-than-average  one, 
and  probably  would  not  require  subsidy  support  (J.A. 
336,  475).  The  Board  found  that  North  Central’s  operating 
costs  would  be  lower  than  Lake  Central’s  (J.A.  370,  475-6), 
that  North  Central  could  develop  more  traffic  and  hence 
obtain  more  revenue  (J.A.  371,  372,  374,  375,  476),  and 
that  significant  economies  should  flow  to  North  Central 
from  the  superior  integration  of  Route  7  into  the  North 
Central  system  (J.A.  375,  475).  Hence,  the  Board  con¬ 
cluded  in  substance  that  North  Central  had  the  better  op¬ 
portunity  for  profitable  operations,  but  that  if  subsidy 
were  required  the  cost  to  the  government  would  be  lower 
if  operations  were  conducted  by  North  Central.14 

Petitioner  asserts,  however,  that  the  Board  should  have 
(followed  the  cost  forecasts  submitted  by  the  Board’s  Bureau 
of  Air  Operations  which  showed  Lake  Central  to  be  the 
cheaper  operator,  and  in  any  event  should  have  made  a  de¬ 
tailed  analysis  and  rejection  of  the  Bureau’s  cost  data  if 
it  chose  not  to  follow  the  Bureau’s  views.15  But  the  Board 


13  The  Parks  Investigation  Case.  11  C.A.B.  779  (1950)  which 
petitioner  cites,  is  distinguishable  because  Turner  Airlines,  Inr., 
Lake  Central’s  predecessor,  did  not  have  any  routes  into  Chicago 
which,  by  connecting  with  the  routes  applied  for,  would  straddle 
the  Lake.  Route  7  was  not  involved  in  that  proceeding. 

14  Contrary  to  petitioner’s  view  (Brief,  p.  40) ,  the  Board’s  find¬ 
ings  on  this  aspect  of  the  case  are  neither  inconclusive  nor  indefinite. 

15  The  Bureau  of  Air  Operations  is  one  of  the  various  operating 
divisions  of  the  Board,  and  its  status  is  that  of  a  party  in  Board 
proceedings.  Sec  14  CFR  302.9;  Public  Notice  PN  5,  §4.7.  17  F.R. 
4863.  The  Board  quite  frequently  reaches  results  different  from 
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found  the  forecasts  to  be  at  war  with  realities,  and  we 
think  its  findings  were  sufficiently  explicit  on  this  point. 

As  disclosed  by  the  Board’s  findings  (J.A.  337-8,  370, 
474-5)  and  the  standard  publication  “Comparative  Selected 
Data  For  Local  Service  Air  Carriers,”10  the  comparison 
between  the  carriers  of  operating  costs  per  revenue  plane 
mile  for  the  12-month  period  ending  on  the  dates  shown  is 
as  follows  (in  cents) : 

June  30,  1953  June  30,  1954  December  31,  1954 


Lake  Central .  135.54  121.73  122. 83 

North  Central .  115.79  113.78  107. 86'7 


The  Bureau  predicted,  however,  that  as  to  the  Chicago- 
Detroit  segment,  Lake  Central  would  be  the  cheaper  oper-  , 
ator.18  This  conclusion  was  reached  by  computations  show-  / 
ing  North  Central  to  be  the  cheaper  operator  in  most  cate¬ 
gories.10  In  ground  and  indirect  expenses,  Bureau  Counsel, 

those  urged  by  the  Bureau,  and  as  the  Board  here  stated  (J.A.  474), 
it  does  not  always  agree  with  the  costing  methods  employed  by  the 
Bureau.  See  infra,  note  24. 

16  Certain  of  these  publications  were  physically  included  in  the 
transcript  herein  (J.A.  260),  and  the  others  are  by  stipulation. 
There  is  no  dispute  as  to  the  accuracy  of  the  figures  involved,  but 
only  as  to  their  meaning. 

17  Quoted  by  the  Board  as  108. 

18  On  the  basis  of  an  arithmetical  computation  from  the  exhibits, 
the  Bureau  predicted  Lake  Central’s  costs  per  mile  for  operation  of 
Route  7  to  be  $1.38,  and  North  Central’s  $1.41.  See  Exh.  NOR  R-2, 
J.A.  251. 

19  The  exhibits  in  the  record  are  in  terms  of  three  round  trips  per 
day  for  North  Central,  based  on  selected  underlying  cost  data  in 
terms  of  unit  costs  (See  BCR  8-9,  J.A.  281-3).  By  appendix  to 
his  brief  to  the  Examiner  (J.A.  292),  Bureau  Counsel  submitted 
estimates  as  to  North  Central  based  on  two  round  trips  per  day 
based  on  the  same  underlying  data.  The  exhibits,  J.A.  274.  2S5, 
Tr.  1113,  show  the  following  comparative  costs  as  to  the  items  where 
difference  existed  (except  as  to  station  costs  and  depreciation  set 
forth  subsequently): 

Ground  and  indirect 

Cost  of  each  stop  Cost  of  aircraft  expense  per  ton 
(landing  and  operation  per  mile  other  than 
takeoff)  plane  mile  station  costs 

S  cents  cents 


Lake  Central .  7.37  42.76  29.57 

North  Central .  6.71  38.93  29.07, 
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as  the  Board  noted  (J.A.  474-5),  estimated  expenses  per 
plane-mile  on  the  basis  of  a  two  round-trip  operation  to  be 
68.62  cents  for  Lake  Central  and  79.27  cents  for  North 
Central;  and  it  is  this  category  of  expense  which  is  pri¬ 
marily  relied  upon  by  Bureau  Counsel  to  demonstrate  that 
Lake  Central  would  be  the  cheaper  operator.20  But  the 
Board  noted  (J.A.  474-5)  that,  under  the  Bureau  Counsel’s 
estimate,  Lake  Central’s  expenses  in  this  category  for  the 
Chicago-Bet roit  route  would  be  approximately  those  in¬ 
curred  on  its  system  in  1954,  whereas  North  Central’s 
would  be  25.76  cents  greater  than  the  1954  system  experi¬ 
ence  (79.27  as  against  53.51).  Pointing  out  that  North 
Central’s  expenses  had  showed  a  declining  trend  in  1953 
and  1954  whereas  Lake  Central’s  had  remained  fairly 
constant,  the  Board  held  it  to  be  unreasonable  to  expect 
Lake  Central  to  be  the  cheaper  operator,  or  that  North 
Central’s  ground  and  indirect  expenses  on  Boute  7  would 
be  4S%  higher  than  its  actual  1954  experience,  while  Lake 
Central  would  operate  at  approximately  its  1954  experience 
rate  in  this  category.  The  Board  pointed  out  that  Bureau 
Counsel  attempted  to  justify  the  discrepancy  on  grounds 
of  difference  in  “length  of  hop”  between  North  Central’s 
existing  system  and  Boute  7  (which  has  shorter  distances 
between  stations),  but  that  this  was  not  a  satisfactory 
explanation  (J.A.  474-5). 21  Further,  the  Board  found, 
contrary  to  Bureau  Counsel’s  position,  that  North  Central 
could  expect  greater  revenues  and  savings  through  better 
integration  of  route  svstems. 

Petitioner  also  relies  here  upon  “length  of  hop”  (Brief, 
p.  31),  stating  that  some  2000  more  landings  a  year  are 
required  on  Boute  7  than  on  North  Central  segments  be¬ 
cause  of  the  closer  distance  between  stations.  It  further 


20  The  only  other  and  very  insubstantial  item  which  Bureau 
Counsel  contended  would  be  higher  in  the  ease  of  North  Central 
was  depreciation  costs,  estimated  at  $10.37  an  hour  for  North  Cen¬ 
tral  as  contrasted  to  $5.43  for  Lake  Central  (sec  Exhibits  BCR-7 
and  9.  J.A.  279-282). 

21  See  J.A.  358-363  for  the  Bureau’s  attempted  justification  of 
its  results  before  the  Board. 
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asserts  that  the  Board  should  not  have  compared  Bureau 
Counsel’s  results  with  the  1954  experience  figuresj  and 
implies  that  the  true  rationale  of  the  prediction  was  that 
it  would  cost  North  Central  some  26%  more  to  operate 
Route  7  than  its  experienced  system  average  (Brief,  p. 
30).  But  these  contentions  do  not  advance  petitioner’s 
position,  nor  do  w^e  perceive  any  reason  why  the  Board  was 
required  to  make  elaborate  calculations  designed  to  refute 
the  Bureau’s  calculations.22  Answers  to  petitioner’s  con¬ 
tentions  are  self-evident.  Both  Lake  Central  and  North 
Central,  operating  a  comparable  number  of  schedules, 
would  make  the  same  number  of  landings  and  take-offs 
and  fly  the  same  mileage  between  stations.  While  the 
difference  in  these  costs  are  not  great,  North  Central, 
and  not  Lake  Central,  is  the  cheaper  operator  by  Bureau 
Counsel’s  own  estimate  (see  note  19,  supra ,  p.  13). 23 
Further,  North  Central  is  the  cheaper  operator  in  terms 
of  ground  and  indirect  expense  (other  than  station  ex¬ 
pense)  (see  note  19,  p.  13,  supra).  It  is  on  the  basis 


22  The  requirement  for  findings  is  met  when  the  agency  suffi¬ 
ciently  discloses  the  bases  of  its  action  to  permit  review.  Nb  hard 
and  fast  rule  exists.  The  findings  required  vary  according  to  the 
nature  of  the  case  and  the  basis  for  the  action,  and  certainly  it  is 
not  required  that  the  agency  recite  all  of  the  evidence  and  make 
subsidiary  findings  on  all  aspects  thereof.  See  e.g.  Alabama  G.S.R. 
Co.  v.  United  States.  340  U.S.  216,  228  (1951)  and  cases  there  cited. 
Petitioner  concedes  as  much  (Brief,  p.  38),  and  its  claim  for  the 
necessity  of  elaborate  calculations  appears  to  rest  primarily  upon 
the  premise  that  the  views  of  the  Bureau  of  Air  Operations  are 
entitled  to  special  consideration  and  treatment. 

2:1  There  is  no  dispute  on  the  point  that  costs  increase  with 
shorter  distances  between  stations  necessitating  more  frequent 
landings,  and  Lake  Central’s  own  costs  in  this  category  obviously 
would  exceed  its  system  costs  since  the  hops  also  are  shorter  on 
Route  7  than  on  other  segments  of  the  Lake  Central  system.  As¬ 
suming.  as  petitioner  apparently  does,  that  Bureau  Counsel’s  cal¬ 
culations  represent  a  formula  of  Route  7  expense  to  system  expense, 
the  ratio  is  a  27%  increase  as  to  North  Central  and  a  17%  increase 
as  to  Lake  Central  (Exh.  NOR  R-2,  ,T.A.  251).  Under  this  formula. 
Lake  Central  would  still  be  the  higher  cost  operator  in  terms  of 
1953  and  1954  costs  per  revenue  plane-mile. 
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of  anticipated  station  expenses  that  Bureau  Counsel  claims 
North  Central  to  be  the  high  cost  operator.  But  Bureau 
Counsel’s  own  exhibits  show  that,  as  to  stations  receiving 
two  round-trips  per  day  (the  basis  of  comparison),  North 
Central  operates  at  least  as  cheaply  as  Lake  Central.24 

24  Bureau  Counsel  in  estimating  station  costs  prepared  graphs 
for  each  carrier  based  on  experienced  station  costs  in  terms  of 
numbers  of  “departures”  fa  landing  and  take-off)  at  points  already 
served  (J.A.  286,  288).  A  “visual  reading”  was  then  taken  in  terms 
of  anticipated  departures,  and  this  “reading”  also  appears  to  have 
been  weighted  in  terms  of  undisclosed  factors.  We  assume  that 
the  comparisons  between  carriers  on  a  two  round-trip  a  day  basis 
(about  1430  departures  a  year  per  station)  was  prepared  in  the 
same  manner,  although  no  breakdown  is  shown  in  this  latter  calcu¬ 
lation  (J.A.  292).  But  a  “visual  reading”  from  the  graphs  will 
show  the  carriers  to  be  approximately  equal  in  this  category  of 
stations,  and  the  actual  experience  in  terms  of  costs  at  comparable 
stations  shows  North  Central  to  be  the  cheaper,  as  demonstrated 
below  from  the  data  submitted  by  the  Bureau  (J.A.  287,  289). 

Station  Expense 


No.  departures 

LCA 

NOR 

•S 

S 

1221 

11,287  Winona 

1323 

16,910  Lafayette 

1358 

18,345  LaCrosse 

1383 

15,343  Janesville 

1414 

50,566  Chicago 

1472 

23,718  Cincinnati 

1534 

16,879  Kalamazoo 

1568 

17,494  Hibbing-Chisholm 

1605 

20,733  South  Bend 

1629 

16,165  Eau  Clair 

163S 

17,841  Grand  Rapids 

1SS4 

16,139  Stevens  Point 

Apart  from  this,  an  examination  of  the  cases  cited  by  petitioner 
(Brief,  p.  29)  for  the  proposition  that  the  Board  had  repeatedly 
accepted  Bureau  Counsel’s  costing  formula  will  disclose  that  none 
of  the  cases  supports  the  proposition  as  to  station  costs  estimated 
by  the  method  used  in  this  proceeding.  In  the  Wisconsin  Central 
Reneiral  Case,  14  C.A.B.  982,  the  Board  accepted  public  counsel’s 
expense  figures  “excluding  station  expenses”  (p.  986,  993)  for  which 
no  estimate  was  needed.  In  the  All  American  Certificate  Renewal 
Case,  Docket  5053,  Order  E-7294,  the  estimates  by  Bureau  Counsel 
of  station  costs  were  based  on  past  experience  at  comparable  sta¬ 
tions  on  the  same  route  segment,  or  the  carrier’s  system,  which 
was  averaged,  not  on  the  graph  system.  In  the  Service  to  Fargo, 
North  Dakota,  Case,  Docket  4052,  Order  E-7547,  Excerpts  from 
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Petitioner  places  much  emphasis  on  the  improvement  in 
ratio  of  breakeven  need  to  revenue  from  award  of  Route  7, 
which  would  be  the  greatest  in  the  case  of  Lake  Central 
(Brief,  p.  34).  However,  this  improvement  as  such  does  not 
mean  that  Lake  Central  would  be  the  cheaper  operator  for 
Route  7  in  terms  of  additional  government  subsidy  re¬ 
quired.  As  appears  from  Bureau  Counsel’s  calculation 
(Brief  to  the  Examiner,  at  J.A.  291),  the  improved  ratio 
is  simply  that  which  results  when  estimated  Route  7  reve¬ 
nue  and  breakeven  need  are  added  to  previous  system  reve¬ 
nue  and  breakeven  need.  Thus  the  operating  results  of 
Route  7  remain  the  factor  which  determines  the  additional 
cost  to  the  government  brought  about  by  the  operation  of 
Route  7.  The  carrier  which  can  operate  Route  7  at  the  least 
breakeven  need  is  therefore  the  carrier  which  will  save  the 
government  the  most  monev.  Contrarv  to  Bureau  Coun- 
sel’s  contentions  and  correctly,  as  we  have  shown,  the 
Board  found  Xortli  Central  to  be  that  carrier.  In  any  event, 
if  the  ratio  of  breakeven  need  to  commercial  revenue  for 
the  carrier’s  system,  including  Route  7,  were  deemed  sig¬ 
nificant,  that  ratio  would  be  2.02  for  Lake  Central  as  against 
0.98  for  Xortli  Central  even  according  to  Bureau  Counsel’s 
calculations  (J.A.  291)  and  thus  the  comparison  favors 
Xortli  Central  in  terms  of  over-all  ratio.  Further,  while 
Lake  Central’s  over-all  ratio  would  decrease  by  a  greater 
percentage  than  would  Xorth  Central’s,  the  fact  remains 

Initial  Decision,  pp.  8.  13,  14,  and  the  Route  No.  106  Renewal  C ase. 
Docket  Xos.  6050,  5988.  Order  E-8841,  pp.  7.  11  and  Appendix  ITT. 
Bureau  Counsel's  station  expense  figures  used  by  the  Board  were 
based  on  carriers’  calculations  or  reports.  In  the  Service  to  Fayette¬ 
ville ,  Arkansas  Case ,  Docket  5592,  the  graph  method  of  determining 
station  expense  was  expressly  not  relied  upon  by  the  Board  as  an 
accurate  forecast  of  the  carrier’s  actual  expense  (Initial  Decision, 
p.  47,  Order  E-8544,  p.  3).  ; 

We  also  note  that  even  if  the  Board  had  uniformly  followed 
Bureau  Counsel’s  estimates  in  other  eases,  a  departure  from  the 
estimates  in  this  case  would  not  have  stamped  the  action  either  as 
arbitrary  or  as  calling  for  the  specificity  in  findings  for  which  peti¬ 
tioner  contends.  E.g.,  M.  &  M.  Transportation  Company  v.  United 
States,  128  F.  Supp.  296,  301  (D.  Mass.,  1955).  affirmed  per  curiam 
350  IT.S.  857. 
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that  the  award  also  decreases  North  Central’s  ratio  of 
subsidy  dependence. 

3.  Inauguration  of  service 

The  Board’s  findings  disclose  the  undisputed  fact  that 
North  Central’s  financial  strength  greatly  exceeds  that  of 
Lake  Central  (J.A.  369). 2r’  Further,  North  Central  had 
existing  credit  commitments  to  meet  its  anticipated  costs  for 
inaugurating  service  (J.A.  369,  123-4),  whereas  Lake  Cen¬ 
tral  would  have  had  to  obtain  those  commitments  (J.A. 
87,  1S9).  North  Central  also  had  “surplus”  aircraft 
which  it  could  use  in  the  new  operation  (J.A.  122,  123,  322), 
and  its  actual  cash  outlay  for  capital  requirements  would 
be  only  some  $14,000  (J.A.  123,  125,  134-5,  238,  322).  In 
contrast,  the  record  shows  that  Lake  Central  would  have 
had  to  acquire  at  least  one  additional  aircraft  (J.A.  88, 
188,  Tr.  279),  and  that  its  capital  expenditures  alone  would 
have  been  some  $84,000.26  Moreover,  as  the  Board  found 
(J.A.  10S,  115-7,  370,  372-3)  North  Central  was  the  only 
applicant  possessing  station  facilities  at  the  two  most  im¬ 
portant  points  (Chicago  and  Detroit),  and  these  existing 
facilities  would  be  an  aid  to  prompt  inauguration  of  service. 
Under  these  circumstances,  the  Board  reasonably  concluded 
that  North  Central  could  inaugurate  operations  sooner  than 
Lake  Central.27 


23  As  the  Board  found,  on  December  31.  1954.  Lake  Central’s 
net  worth  was  only  SI  1.21 9  while  North  Central’s  was  S730.582. 
Both  carriers  had  a  negative  working  capital,  but  while  North 
Central’s  was  $26,453,  Lake  Central’s  was  $368,529  (J.A.  369). 
Negative  working  capital  is  the  balance  of  current  liabilities  over 
current  assets.  J.A.  293. 

26  Lake  Central’s  capital  requirements  (i.  e.,  the  investment 
attributable  to  the  operation  for  rate  purposes,  etc.)  were  estimated 
by  the  carrier  to  be  $84,000  (J.A.  188),  and  North  Central’s  to  be 
$170,769  (J.A.  238).  The  differences  in  these  figures  turn  almost 
entirely  upon  North  Central’s  estimate  of  two  additional  aircraft 
for  the  new  operation  as  contrasted  to  Lake  Central’s  estimate  of 
one  additional  aircraft.  As  stated,  North  Central  had  those  air¬ 
craft  on  hand,  treated  by  the  carrier  as  “surplus”  to  its  prior  exist¬ 
ing  operations. 

27  While  Lake  Central  asserts  that  the  Board  prejudicially  failed 
to  make  findings  on  Lake  Central’s  past  record  of  prompt  inaugura- 
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B.  The  Board’s  selection  of  North  Central  was  not  arbitrary 

The  Board  weighed  the  findings  detailed  above  which 
pointed  to  selection  of  North  Central  against  the  effect  on 
Lake  Central  of  the  denial  of  its  application.  It  found  no 
significant  competitive  impact  on  Lake  Central  from  the 
award.2*  It  recognized  that,  in  terms  of  benefits  in  spread¬ 
ing  costs,  reducing  subsidy  ratio,  and  relative  system 
strengthening  inuring  to  a  carrier  from  being  awarded 
additional  mileage  over  a  strong  route  segment,  Lake  Cen¬ 
tral  would  benefit  more  than  would  North  Central  (J.A. 
374,  472-3). 

But  North  Central  also  is  a  subsidized  carrier  which  will 

be  strengthened  by  the  award  of  Route  7  (J.A.  340) ;  and 

its  strengthening  is  just  as  much  in  the  public  interest  as 

is  the  strengthening  of  Lake  Central.  Further,  the  test  of 

relative  carrier  benefit  is  not  the  onlv  one  to  be  taken  into 

* 

account  in  selecting  between  carriers,  and  the  weight  to  be 
assessed  to  the  various  factors  governing  selection  obvi¬ 
ously  is  committed  to  the  Board.29  The  Board  made  its 

tion  of  service  after  certification,  there  is  no  showing  cither  of 
prejudice  or  that  the  past  performance  record  was  overlooked.  The 
dissenting  member  commented  thereon  (J.A.  389),  and  the  deter¬ 
mination  was  essentially  a  judgment  one. 

28  Petitioner  docs  not  attack  the  Board’s  finding  of  insignificant 

competitive  impact  other  than  to  contend  that  the  record  should 
have  been  reopened  to  receive  evidence  relating  to  petitioner’s  claim 
of  diversion  (submitted  for  the  first  time  in  its  petition  for  recon¬ 
sideration).  We  note,  however,  that  the  Board’s  finding  of  insig¬ 
nificant  diversion  (not  over  S5.000  a  year,  J.A.  473-4)  is  fully 
supported  by  statistical  data  and  analysis  derived  from  official 
Board  publications  (J.A.  449-449c).  It  will  be  noted  from  these 
materials  that  the  only  direct  competition  between  the  carriers  is 
between  Kalamazoo  and  South  Bend,  and  that  this  traffic  amounted 
to  only  one  passenger  during  the  half-monthly  survey  period  of 
March  1954.  : 

29  The  Board  obviously  is  not  required  to  prefer  the  weak  to  the 
strong  in  disregard  of  all  other  factors.  Need  for  strengthening  is 
only  “a  factor  to  be  weighed  with  other  elements  of  public  conven¬ 
ience  and  necessity  in  new  route  cases.”  North  Central  Case . 
7  C.A.B.  639,  647  (1946).  See  e.  g..  Central  Certificate  Renewal 
Case,  Docket  4083.  Order  E-7303.  pp.  13-15.  The  language  quoted 
from  Board  decisions  by  petitioner  at  J.A.  405-6  further  confirms 
that  strengthening  weak  carriers  is  only  one  of  several  policy1  con¬ 
siderations  to  be  weighed  by  the  Board. 
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determination  upon  the  basis  of  customary  criteria  for 
determining  the  choice  of  carrier  (J.A.  337),  and  there  is 
no  showing  of  arbitrary  action.  Petitioner’s  quarrel  is 
with  the  Board’s  judgment  in  areas  committed  to  the 
Board’s  discretion. 

II.  The  Board  Did  Not  Abuse  Its  Discretion  in  Denying 
Petitioner’s  Motions  to  Reopen  the  Record. 

Lake  Central  filed  two  motions  for  reopening  and  rehear¬ 
ing.  The  first  was  the  conventional  type  of  motion  alleging 
a  need  for  further  evidence  directed  to  various  issues  (J.A. 
451);  the  second  (filed  after  denial  of  the  first)  sought  a 
stay  of  the  Board’s  award  until  the  enactment  of  pending 
“permanent  certification”  legislation,  and  a  new  hearing 
thereafter  on  the  issue  whether  North  Central  should  re- 
eeive  a  permanent  certificate  (J.A.  481). 

The  principal  matters  alleged  in  the  first  petition,  and  the 
reasons  for  denial  thereof,  are  set  forth  in  the  Board’s 
opinion  on  reconsideration  (J.A.  475-7).  As  there  indi¬ 
cated,  the  additional  evidence  which  petitioner  proposed 
to  introduce  either  could  have  been  presented  at  the  original 
hearing,  or  was  cumulative  or  so  immaterial  as  not  to  war¬ 
rant  rehearing.  There  is  no  showing  of  any  abuse  of  dis¬ 
cretion  on  the  Board’s  part  in  this  respect.30 

30  The  Board’s  Rules  of  Practice  require  a  justification  in  peti¬ 
tions  for  rehearing  for  failure  to  present  evidence  available  at  the 
time  of  hearing  (14  CFR  302.37(b)).  Petitioner  has  not  shown 
such  justification.  The  allegation  that  the  importance  of  station 
facilities  could  not  have  been  anticipated  simply  does  not  withstand 
scrutiny  on  a  record  in  which  superiority  in  station  facilities  was 
relied  upon  by  North  Central  throughout  the  proceeding  (J.A.  1  lo¬ 
ll?,  122,  130-1,  Tr.  1183-4.  1480-1).  Petitioner  was  able  to  intro¬ 
duce  traffic  figures  in  support  of  its  claims  of  traffic  flows  and  need 
for  service  (J.A.  181-184),  and  it  obviously  could  have  made 
estimates  of  diversion  thereon  if  any  diversion  in  fact  had  been 
anticipated.  Moreover,  the  traffic  figures  contained  in  the  Boards 
surveys  are  available  from  the  carrier  reports  before  they  arc 
computed  by  the  Board  (those  of  September  1953  were  due  in 
December  1953  and  then  open  to  inspection,  while  the  hearing 
herein  took  place  in  April  1954).  In  any  event,  the  Board  in  fact 
found  no  substantial  diversion  on  the  basis  of  survey  figures  pre- 
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Petitioner’s  contentions  relating  to  the  permanent  certi¬ 
fication  legislation  stand  on  no  better  footing.  In  the  first 
place,  the  request  for  reopening  on  this  ground  was  un¬ 
timely,  coming  as  it  did  after  the  Board  had  denied  recon¬ 
sideration  and  in  circumstances  in  which  the  local  service 
carriers  (including  Lake  Central)  had  been  actively  engaged 
in  promotion  of  permanent  certification  legislation  for  a 
long  time.31  Secondly,  the  Board  made  no  grant  of  a  perma- 

sented  by  Lake  Central  and  North  Central  (J.A.  436-7,  449-449c, 
473-4).  The  evidence  relating  to  additional  need  for  service  at  Ko¬ 
komo,  a  need  which  formed  a  principal  basis  for  Lake  Central’s  pres¬ 
entation  during  the  hearing,  obviously  was  merely  cumulative.  And 
Lake  Central’s  “improved”  financial  condition  still  left  it  nowhere 
near  as  strong  as  North  Central.  j 

As  the  Board  pointed  out  (J.A.  477),  and  as  the  courts  consist¬ 
ently  have  held  ( e.g .,  I.C.C.  v.  Jersey  City,  322  U.S.  503,  514 
(1944),  cf.  U.S.  v.  Pierce  Auto  Lines,  327  U.S.  515,  534  (1946),  a 
reopening  for  every  change  in  economic  circumstances  would  result 
in  interminable  litigation  and  is  not  required.  See,  also,  State 
Airlines  v.  C.A.B.,  338  U.S.  572  (1950);  City  of  Dallas  v.  C.A.B., 
—U.S.  App.  D.C.  — ,  221  F.2d  501  (1954),  cert.  den.  348  U.S.  914. 
Whether  there  shall  be  a  reopening  is  a  matter  committed  to  agency 
discretion  (cases  cited  supra)  except  upon  a  showing  of  gross  abuse, 
and  there  is  no  such  showing  here.  Braniff  Airways  v.  C.A.B., 
79  U.S.  App.  D.C.  341,  147  F.  2d  152  (1945)  is  in  no  wise  compara-. 
ble.  There  the  individual  upon  whom  the  successful  applicant 
depended  for  its  organizational  basis  (one  of  the  essentials  to  cer¬ 
tification)  had  left  the  company.  Here,  North  Central  remained 
as  it  was  at  the  time  of  certification,  with  Lake  Central  contending 
only  that  it  could  show,  if  provided  yet  another  opportunity,  that 
it  was  the  superior  applicant. 

31  Legislation  similar  to  that  enacted  was  introduced  by  Senator 
McCarran  as  an  amendment  to  S.  2647  in  the  83rd  Congress  on 
April  5,  1954,  a  week  before  the  Board  hearing  in  this  case  com¬ 
menced.  Other  similar  bills  were  introduced  later.  On  April  27, 
1954,  and  again  on  July  27,  1954,  Mr.  Nyrop  appeared  before  the 
Senate  Commerce  Committee  on  behalf  of  the  Conference  of  Local 
Airlines,  stating  that  Lake  Central  was  a  member  thereof.  Hear¬ 
ings  before  the  Senate  Commerce  Committee,  83rd  Cong.,  2d  Scss., 
on  S.  3759,  H.R.  8898  and  Amendments  “I”  and  “J”  to  S.:2647 
(1954)  5,  117.  Subsequently  H.R.  8898  (83rd  Cong.)  passed  the 
House  and  was  favorably  reported  by  the  Senate  Commerce  Com¬ 
mittee  (S.  Rept.  2267)  but  failed  to  receive  Senate  action  before 
adjournment  of  the  second  session  of  the  83rd  Congress. 
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nent  certificate  for  Route  7  to  North  Central;  the  errant 
j  comes  from  subsequent  legislation  by  the  Congress.  The 
Board’s  proceeding  was  entirely  appropriate  to  the  issues 
decided  therein,  and  novel  indeed  is  petitioner’s  proposition 
that  an  agency  making  a  final  grant  subject  only  to  petition 
for  reconsideration  is  required  to  stay  the  grant  and  sub¬ 
sequently  reexamine  it  in  the  light  of  legislation  yet  to  be 
V  enacted.32 

Apart  from  these  factors,  we  are  aware  of  no  differences 
in  the  type  of  hearings  which  are  held  in  Board  proceed¬ 
ings  for  temporary  certificates  and  permanent  ones,  cf. 
Braniff  Airways  v.  Civil  Aeronautics  Board ,  79  U.S.  App. 
I).C.  341,  147  F.  2d  152,  153  (1945),  and  petitioner  points 
to  none.  Under  the  statute  (Section  401(d),  infra ,  p.  26), 
the  Board  must  find  existing  public  convenience  and  neces¬ 
sity  for  either  a  temporary  or  permanent  certificate.  A 
temporary  certificate  issued  to  a  local  service  carrier 
merely  enables  the  Board  to  again  assess  public  convenience 
and  necessity  at  a  later  date  in  renewal  proceedings.  True, 
the  Board  well  may  make  a  temporary  grant  where  it 
would  hesitate  to  make  an  indefinite  one,  but  that  does 
not  affect  the  nature  of  the  evidence  tendered  or  the 
showing  made  by  the  parties.  Petitioner  was  on  full  notice 
of  the  issues  in  the  Board’s  proceeding,  was  actively  sup¬ 
porting  the  permanent  certification  bills  in  the  hope  that 
all  of  its  temporary  authorizations  would  become  perma¬ 
nent,  and  was  denied  no  opportunity  to  present  evidence 
at  the  original  hearing.  The  suspension  of  American  (to 
which  that  carrier  did  not  and  does  not  object)  remains 
a  temporary  one.  The  permanent  certification  legislation 


'  32  As  this  Court  stated  in  KFAB  Broadcasting  Co.  v.  F.C.C. . 
85  U.S.  App.  D.C.  160.  177  F.  2d  40,  42  (1949).  “a  petition  for 
rehearing  is  not  for  the  purpose  of  creating  rights  but  for  protecting 
existing  rights.”  Compare  also  the  refusal  by  this  Court  to  retain 
on  its  docket  a  petition  for  review  of  a  Board  order  approved  by 
the  President  upon  allegations  that  legislation  was  pending  for  a 
congressional  reversal  of  the  Waterman  decision  (333  U.S.  103). 
Alaska  Airlines  v.  C.A.B. ,  C.A.D.C.,  No.  9489,  dismissed  April  22, 
1948.  See,  also.  Consolidated  Flower  Shipments  v.  C.A.B.,  213  F. 
2d  814  (C.A.  9,  1954). 
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had  only  the  effect  of  granting  indefinite  rights  to  local 
service  carriers  operating  under  temporary  authority  dur¬ 
ing  the  grandfather  period,  a  benefit  which  would  have 
inured  equally  to  Lake  Central  as  operator  of  Route  7 
had  it  been  selected.  The  legislation  cannot  serve  to  estab¬ 
lish  any  deprivation  of  procedural  or  substantive  rights 
to  petitioner.33 

Moreover,  we  think  that  acceding  to  Lake  Central’s 
request  would  have  constituted  a  flouting  of  the  congres¬ 
sional  will  and  intent.  The  legislative  history  of  the  perma¬ 
nent  certification  bills  shows  that  the  legislation  was  de¬ 
signed  in  large  part  to  eliminate  the  expense  and  loss  of 
manpower  to  both  the  carriers  and  the  government  result¬ 
ing  from  periodic  renewal  proceedings.34  The  Board  would 
have  been  no  more  justified  in  putting  the  parties  through 
another  proceeding  here  than  it  would  have  been  in  at¬ 
tempting  to  devise  some  scheme  by  which,  for  example, 
it  sought  to  avoid  granting  other  carriers  the  benefit  of 
the  new  legislation  as  to  temporary  certificates  issued  to 
them  coupled  with  suspensions  of  trunkline  authority.  The 
scope  of  the  congressional  grant  extended  not  only  to  such 
prior  awards,  but  even  to  operations  being  conducted  under 

33  We  also  point  out  that  any  permanent  certificate  which  North 
Central  may  receive  will  merely  put  that  carrier  on  a  parity  with 
American  in  terms  of  service  authorization,  that  North  Central’s 
certificate  will  be  no  more  sacrosanct  than  American’s,  and  will 
he  equally  subject  to  the  Board’s  power  to  suspend  or  alter  it  in 
favor  of  another  carrier  if  public  convenience  and  necessity  so 
requires  (Pee  Sec.  401(h),  infra,  p.  27.) 

Petitioner’s  reliance  upon  American  Broadcasting  Co.  v.  F.C.C., 
89  U.S.  App.  D.C.  29S.  191  F.  2d  492  (1951).  is  wholly  misplaced. 
There  through  agency  inaction  it.  appeared  that  the  equivalent  of 
permanent  rights  had  been  granted.  Here,  the  Board  acted  with 
reasonable  promptness  in  its  proceeding,  and  the  results  flowing 
from  its  action  are  attributable  to  the  Congress,  not  the  Board. 
The  proceedings  before  the  Board  did  not  differ  in  kind  from  the 
ones  in  which  Lake  Central  received  its  own  temporary  certificate 
made  permanent  by  the  legislation. 

34  Sec  Senate  Report  No.  124  on  S.  651,  84th  Cong..  1st  Sess.,  at 
1955  U.P.  Code,  Cong,  and  Admin.  News  1814,  1816-7;  House 
Report  No.  265  on  H.R.  2225,  op.  cit.  at  1831. 
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exemption  authority  as  to  which  there  had  been  no  prior 
evidentiary  proceedings.31'  Certainly  the  Congress  could 
not  have  intended  further  proceedings  here. 

Finally,  we  point  out  that  petitioner  has  made  no  show¬ 
ing  to  indicate  that  in  a  permanent  certification  proceed¬ 
ing  the  Board  would  have  selected  it  over  North  Central. 
Indeed,  many  of  the  considerations  relied  on  by  the  Board 
in  selecting  North  Central  would  be  even  more  compelling 
in  passing  on  applications  for  permanent  authority. 


y 


3r*  The  legislative  history  discloses  that  such  was  the  congres¬ 
sional  intent  (Cong.  Rec.,  84th  Cong.,  1st  Sess.,  p.  4077).  Accord¬ 
ingly,  route  segments  which  the  carriers  had  operated  pursuant  to 
exemption  authority  during  the  grandfather  period  were  included 
in  their  permanent  certificates  in  the  Southwest  Airways  Company 
Permanent  Certificate  Case,  Docket  7198,  Opinion  to  Orders 
E-9590  and  9591,  September  27,  1955,  pp.  8-11,  and  in  the  perma¬ 
nent  certificate  awarded  to  Lake  Central,  Docket  7186.  Orders 
E-9596  of  September  28,  1955,  p.  4,  and  E-9774  of  November  25, 
1955.  The  permanent  certificate  for  Southwest  Airways,  attached 
to  Order  E-9592,  September  27,  1955,  Docket  6503,  includes  the 
points  of  Red  Bluff  and  Eureka  where  United  Air  Lines  remains 
suspended  (Order  E-9880),  and  the  permanent  certificate  for 
Bonanza  Air  Lines  includes  the  points  of  El  Centro  and  Yuma 
where  Western  Air  Lines  remains  suspended  (Order  E-9627,  Docket 
7189.  Oct.  6.  1955;  15  C.A.B.  11,  20  (1952);  Order  E-8911,  Docket 
5773,  Jan.  25,  1955). 
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CONCLUSION 

The  Board’s  order  should  be  affirmed. 

Respectfully  submitted, 

Stanley  N.  Barnes, 
Assistant  Attorney  General. 
Daniel  M.  Friedman, 

Attorney, 

Department  of  Justice. 
Franklin  M.  Stone, 

General  Counsel, 
Civil  Aeronautics  Board. 

John  H.  Wanner, 

Associate  General  Counsel, 

0.  D.  Ozment, 

Chief,  Litigation  and  Research  Division, 

Gerald  F.  Krassa, 

Attorney, 

Civil  Aeronautics  Board. 

Dated:  April  10,  1956. 
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APPENDIX 

Statutory  Provisions 

The  pertinent  provisions  of  the  Civil  Aeronautics  Act 
(52  Stat.  973),  as  amended  (49  U.S.C.  401  et  seq.),  are  as 
follows : 

Certificate  of  Public  Convenience  and  Necessity 

Sec.  401  (49  U.S.C.  481) 

#  •  *  *  • 

(d)  (1)  The  Board  shall  issue  a  certificate  authoriz¬ 
ing  the  whole  or  any  part  of  the  transportation  covered 
by  the  application,  if  it  finds  that  the  applicant  is  fit, 
willing,  and  able  to  perform  such  transportation  prop¬ 
erly,  and  to  conform  to  the  provisions  of  this  Act  and 
the  rules,  regulations,  and  requirements  of  the  Board 
hereunder,  and  that  such  transportation  is  required  by 
the  public  convenience  and  necessity;  otherwise  such 
application  shall  be  denied. 

(2)  In  the  case  of  an  application  for  a  certificate  to 
engage  in  temporary  air  transportation,  the  Board 
mav  issue  a  certificate  authorizing  the  whole  or  anv 
part  thereof  for  such  limited  periods  as  may  be  re¬ 
quired  by  the  public  convenience  and  necessity,  if  it 
finds  that  the  applicant  is  fit,  willing,  and  able  properly 
to  perform  such  transportation  and  to  conform  to  the 
provisions  of  this  Act  and  the  rules,  regulations,  and 
requirements  of  the  Board  hereunder. 

(e) 

(3)  If  any  applicant  who  makes  application  for  a 
certificate  within  one  hundred  and  twenty  days  after 
the  date  of  enactment  of  this  paragraph  shall  show 
that,  from  January  1,  1953,  to  the  date  of  its  appli¬ 
cation,  it  or  its  predecessor  in  interest,  was  an  air 
carrier  furnishing,  within  the  continental  limits  of  the 
United  States,  local  or  feeder  service  consisting  of  the 
carriage  of  persons,  property,  and  mail,  under  a  tern- 
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porary  certificate  of  public  convenience  and  necessity 
issued  by  the  Civil  Aeronautics  Board,  continuously 
operating  as  such  (except  as  to  interruptions  of  service 
over  which  the  applicant  or  its  predecessors  in  interest 
have  no  control)  the  Board,  upon  proof  of  such  fact 
only,  shall,  unless  the  service  rendered  by  such  ap¬ 
plicant  during  the  period  since  its  last  certification 
has  been  inadequate  and  inefficient,  issue  a  certificate 
or  certificates  of  unlimited  duration,  authorizing  such 
applicant  to  engage  in  air  transportation  between  the 
terminal  and  intermediate  points  within  the  conti¬ 
nental  limits  of  the  United  States  between  which  it,  or 
its  predecessor,  so  continuously  operated  between  the 
date  of  enactment  of  this  paragraph  and  the  date  of 
its  application:  Provided ,  That  the  Board  in  issuing 
the  certificate  is  empowered  to  limit  the  duration  of 
the  certificate  as  to  not  over  one-half  of  the  intermedi¬ 
ate  points  named  therein,  which  points  it  finds  have 
generated  insufficient  traffic  to  warrant  a  finding  that 
the  public  convenience  and  necessity  requires  perma¬ 
nent  certification  at  such  time. 

•  •  *  *  * 

(h)  The  Board  upon  petition  or  complaint  or  upon 
its  own  initiative,  after  notice  and  hearing,  may  alter, 
amend,  modify,  or  suspend  any  such  certificate,  in 
whole  or  in  part,  if  the  public  convenience  and  neces¬ 
sity  so  require,  or  may  revoke  any  such  certificate,  in 
whole  or  in  part,  for  intentional  failure  to  comply  with 
any  provision  of  this  title  or  any  order,  rule,  or  regula¬ 
tion  issued  hereunder  or  any  term,  condition,  or  limita¬ 
tion  of  such  certificate:  Provided ,  That  no  such  certifi¬ 
cate  shall  be  revoked  unless  the  holder  thereof  fails  to 
comply,  within  a  reasonable  time  to  be  fixed  bv  the 
Board,  with  an  order  of  the  Board  commanding 
obedience  to  the  provision,  or  to  the  order  (other 
than  an  order  issued  in  accordance  with  this  proviso), 
rule,  regulation,  term,  condition,  or  limitation  found 
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by  the  Board  to  have  been  violated.  Any  interested 
person  may  file  with  the  Board  a  protest  or  memoran¬ 
dum  in  support  of  or  in  opposition  to  the  alteration, 
amendment,  modification,  suspension,  or  revocation 
of  a  certificate. 

#  #  •  •  • 

Orders,  Notices,  arid  Service 
Sec.  1005  (49  U.S.C.  645) 


(f)  Every  order  of  the  Board  shall  set  forth  the 
findings  of  fact  upon  which  it  is  based,  and  shall  be 
served  upon  the  parties  to  the  proceeding  and  the 
persons  affected  by  such  order. 

Judicial  Review  of  Board’s  Orders 

Sec.  1006  (49  U.S.C.  646) 

*  #  •  #  • 

(e)  The  findings  of  facts  by  the  Board,  if  supported 
by  substantial  evidence,  shall  be  conclusive.  No  objec¬ 
tion  to  an  order  of  the  Board  shall  be  considered  by 
the  court  unless  such  objection  shall  have  been  urged 
before  the  Board  or,  if  it  was  not  so  urged,  unless 
there  were  reasonable  grounds  for  failure  to  do  so. 

*  #  •  *  • 

The  pertinent  provisions  of  the  Administrative  Pro¬ 
cedure  Act  (60  Stat.  237),  as  amended  (5  U.S.C.  1001  et  seq.) 
are  as  follows: 


Judicial  Review 

Sec.  10  (5  U.S.C.  1009) 

#  *  *  •  # 

(e)  So  far  as  necessary  to  decision  and  where  pre¬ 
sented  the  reviewing  court  shall  decide  all  relevant 
questions  of  law,  interpret  constitutional  and  statutory 
provisions,  and  determine  the  meaning  or  applicability 
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of  the  terms  of  any  agency  action.  It  shall  *  *  *  (B) 
hold  unlawful  and  set  aside  agency  action,  findings, 
and  conclusions  found  to  be  (1)  arbitrary,  capricious, 
an  abuse  of  discretion,  or  otherwise  not  in  accordance 
with  law;  *  *  *  (5)  unsupported  by  substantial  evi¬ 
dence  in  any  case  subject  to  the  requirements  of  sec¬ 
tions  7  and  8  or  otherwise  reviewed  on  the  record  of 
an  agency  hearing  provided  by  statute;  *  *  #.  i  In 
making  the  foregoing  determinations  the  court  shall 
review  the  whole  record  or  such  portions  thereof  as 
may  be  cited  by  any  party,  and  due  account  shall  be 
taken  of  the  rule  of  prejudicial  error.  *  *  * 

CERTIFICATE  OF  SERVICE 

I  hereby  certify  that  I  have  this  day  served  the  foregoing 
Brief  for  Respondent  upon  petitioner  and  intervenors  by 
mailing  copies  thereof,  postpaid,  to 

James  L.  Highsaw,  Jr.,  Esq. 

620  Tower  Building 

Washington  5,  D.  C. 

A.  L.  Wheeler,  Esq. 

911  Sheraton  Building 

Washington  5,  D.  C. 

Ernest  W.  Jennes,  Esq. 

701  Union  Trust  Building 

Washington  5,  D.  C. 

J.  Parker  Connor,  Esq. 

726  Jackson  Place,  N.  W. 

Washington  5,  D.  C. 

Gerald  F.  Krassa, 

Attorney, 

Civil  Aeronautics  Board. 

Dated :  April  — ,  1956. 
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